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How to Take Advantage of 
Recent Low Prices 


I—Whzy It Is Time to Buy 


By RICHARD D. WYCKOFF 


[' is time to buy because panicky 
conditions abroad have resulted in 
bargains in American stocks, some of 
which are selling at the lowest prices 
in over twenty years. 

Securities are not being thrown on 
the market because of any prospective 
permanent shrinkage in their value; 
holders are either frightened or forced 
into selling, and the level thus estab- 
lished is the result of this fear or neces- 
sity. 

That is ome reason why we should 
buy. 

Prices are down in the zone of former 
panics, particularly in the railroad list. 
In 1901 the average of twenty railroad 
stocks touched 87; in the 1903 panic, 
87; in 1907, 82; and on July 30, 
last, 89. 

Therefore these prices afford one of 
four great bargain opportunities occur- 
ring in the last fourteen years. 


* * * 


[': is time to buy because stocks with 

some exceptions have overdis- 
counted what is likely to happen to the 
companies they represent. 





Following the distressing railroad 
conditions of the past two years, stocks 
were selling on a basis which discount- 
ed bad earnings, passed or reduced 
dividends, industrial depression, legis- 
lative interference, and a prospective 
unfavorable rate decision. Along came 
the foreign war and knocked another 
ten or fifteen points off their prices. 

Leading rails are therefore below a 
“depression” basis. 

* * * 

It is time to buy because the best 
stocks yield a large income return. 
Seldom can issues like Union Pacific, 
Great Northern, Southern Pacific and 
other high grade stocks be purchased at 
prices which net the investor such large 
returns, to say nothing of the great 
equities included in their prices. 

* * * 
T is time to buy because we are sure 
of present prices and we are not 
sure that prices will go lower. 

“How did I make my money? By 
not trying to buy at the bottom,” said 
Rothschild. 

Nobody can say this or that price 
will mark the low, but everybody knows 














396 





that certain stocks are cheap now, af- 
ter two years of liquidation—the long- 
est bear market since 1896. 

* * * 


7 is time to buy because there is little 
or no chance of loss if you buy 
sound securities outright. 

At no time in the past six years could 
this have been so truly said. Generally 
speaking all the buyers since 1908 now 
have a loss if they still hold their stocks. 
Past history points to a liberal profit 
for those who buy and hold at such 
times as this, regardless of temporary 
fluctuations. 

* * * 
[' is time to buy because every other 
bear market in history has been 
followed by a bull market. 

And the only reason this rule hasn’t 
worked this time is because it hasn’t 
had time. 

An outright purchase now will not 
prevent your buying more should a 
further decline take place. Your stock 
certificates are good collateral with your 
banking institution or brokerage house. 

* * * 
ie is time to buy because regardless 
of the foreign war, the United States 
has before it a period of expansion and 
prosperity as a result of two epoch- 
making accomplishments—The Pana- 
ma Canal and The Currency Bill. 

The former will stimulate trade ‘in 
America and with foreign countries 
which are and which are not at war. 
The latter will lead to inflation as sure- 
ly as the sun rises. Inflation means 
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speculation, and that means higher 
prices for stocks. 
* *x * 


LL of the above conclusions are 
drawn, not from theories, but 
from facts. 

We do not know what the future ac- 
tion of the market will be, but we do 
know the approximate value, earning 
power and prospects of our standard 
stocks, and so long as this country is 
not drawn into the foreign war, we 
know that present conditions will prove 
more or less temporary. 

Low prices were recorded because 
sellers of stocks offered them in haste 
and in large quantities at a time when 
hundreds of thousands of large and 
small investors did not know what was 
going on. Preparations for buying a 
huge quantity of large and small lots 
were made in anticipation of the open- 
ing Friday, July 31, some idea of which 
may be drawn from the record that on 
the day before, several odd lot dealers 
and brokers executed the largest busi- 
ness in their history. 

It is this kind of buying, coupled with 
that of the large interests, which al- 
ways begins to mark the turning point 
in a panic, because stocks so pur- 
chased are not carried on margin and 
cannot be shaken out in subsequent 
declines. The resistance thus afforded 
also serves to reassure many who 
might otherwise be frightened into 
selling, and the net result is a sharp re- 
covery, followed in due course by a 
sustained rise. 








II—What to Buy 








AVING decided that it is a time 

for action, we must carefully in- 

vestigate the security list for the pur- 

pose of selecting the best and safest 

securities for our ind.vidual require- 
ments. 

Investors and speculators usually 
have two main purposes. First, to se- 
cure a liberal income, and second, to 
derive a profit from their purchases. 





But as we are now dealing with a situa- 
tion in which securities are down to 
the level of former panics, we will as- 
sume that the main purpose in select- 
ing stocks is to secure those which will 
eventually yield a profit on the amount 
invested. 

Right here we want to say that it is 
only the averages which can be used as 
a guide to the present position of the 
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market, circumstances surrounding in- 
dividual stocks having become so al- 
tered during the past seven years that 
it would be a gross mistake to consider 
a given stock as cheap, simply because 
it has recently sold as low or lower 
than it did in 1907. During that in- 
teresting period an entirely different 
set of conditions governed the prices of 
individual stocks. For instance, Chi- 
cago & Alton at that time sold as low 
as $8 a share, yet its previous annual 
statement indicated earnings of over 
6%. Today Alton is selling very low, 
but its position as to finances and earn- 
ing power is widely different from that 
of 1907. 

Wabash preferred in the latter year 
was earning 5%, yet is sold as low as 
$8 a share. Today Wabash is in a re- 
ceiver’s hands with the preferred sell- 
ing not far from zero. 

It would therefore be folly to use 
former prices as a guide in the selec- 
tion of stocks. 

More than ever must one choose 
carefully when he gets down among 
railroad securities selling below 30. 
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The operation of a railroad has become 
an entirely different problem in the last 
few years. Not only has legislation 
held down the selling price of trans- 
portation, but numerous State laws and 
Interstate Commerce Commission re- 
quirements do and will in future con- 
trol the issuing of new securities, the 
amount appropriated to maintenance 
and betterments, etc., so that a railroad 
company whose finances or earning 
power is weak, will have to hustle to 
keep out of a receiver’s hands, unless 
business conditions take a sharp up- 
turn. 

Each stock must therefore be judged 
on its individual merits and be ana- 
lyzed, not so much with a view of 
what it has done, but what it can do in 
the future. 

Financial disturbances such as the 
present often result in unforeseen de- 
velopments, and many a corporation 
previously considered sound, is apt to 
be affected directly or indirectly, and 
its earning power or finances crippled. 
We must, therefore, choose only the 
very best of what the list has to offer. 








IlI—Selecting Sound Stocks 








PENANCIAL strength is one of the 
chief requirements in a time like 
this. A company which is financially 
strong will have a very large working 
capital or available resources and en- 
joy very high credit. Such a corpora- 
tion can tide itself over any hard spots 
with perhaps a loss of a few million 
dollars. A rich corporation is like.a 
rich individual: He need not suffer 
through temporary shrinkage in busi- 
ness, for he depends upon a recurrence 
of good times to recoup such losses. 
The pinch comes when a weak corpora- 
tion runs short of working capital, or 
has bonds and other obligations coming 
due at a time when capital is timid. 
Then it can only raise money on pawn- 
brokers’ terms. Receiverships of the 
recent past have all been traceable to 
such a situation in the treasuries of the 


various insolvent companies. If, there- 
fore, we select only the railroads and 
industrials whose treasuries are fat, it 
is difficult to see how we can suffer 
serious loss. Something more than 
mere accidents must occur to bring a 
high grade stock down to a medium 
or low level of fundamental strength. 

Stable earning power is another es- 
sential. A company, the record of 
which shows earnings of 8% one year 
and 2% the next, may be regarded as 
undesirable. Earnings of 8% or 10% 
in good times, might shrink to 7% or 
6% without affecting stability of earn- 
ing power, because this would be the 
natural outcome of depressed business 
conditions, and could easily be recov- 
ered in the next revival. 

‘By stability, we do not mean a long 
record for the payment of continuous 
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dividends. Illinois Central was a 7% 
dividend payer for many years, but this 
carried no guarantee of a continuance 
at that rate. 

A high or a safe average earning 
power over a series of years is one 
measure of dividends that are likely to 
be stable. 

Legitimacy of earnings is determined 
by the policy pursued with regard to 
improvements, betterments, sinking 
funds, reserve accounts, etc. As recent 
railroad history shows, many a proper- 
ty has paid unearned dividends when 
it should have been putting the money 
back into road-bed or equipment. 
Hence we must be very sure that any 
securities selected can show legitimate 
as well as stable earnings. — 

High and increasing per-mile cost of 
maintenance of way and structures as 
well as maintenance of equipment are 
signs of sound operating methods. The 
cost of conducting transportation is 
one that should be watched, especially 
in these times. 

Margin of safety over dividends 
should be large. We do not favor a 
5% or 6% dividend payer, simply be- 
cause of its dividend rate. If a com- 
pany is paying 6% and earning 8%, its 
margin of safety is 33 1/3%; if its an- 
nual earnings are at the rate of 10%, 
then 6% dividends would leave a mar- 
gin of safety of 662/3%, and it could, 
in a bad year, lose a large share of its 
earnings available for dividends and 
still pay the same rate, if advisable. 

Large equities such as extensive 
holdings of land, mines, timber, oil 
property, etc., while not always imme- 
diately available for purposes of financ- 
ing, form a bulwark of strength in bad 
times and eventually benefit common 
shareholders. A number of properties, 
particularly railroads, are thus fortified 
and in choosing the best stocks it is 
advantageous to bear this fact in mind. 

Securities that contain great possi- 
bilities of future growth are also ex- 
ceptionally desirable. A company 
whose future is limited by reason of 
the character of its business or the 
limited territory in which it can op- 
erate, will not grow into a big dividend 
payer or melon-cutter, unless some 
great change takes place in its business 
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affairs. It is therefore best to chose 
those which promise great future de- 
velopment. 

The fluctuation value of a stock is 
another feature which adds to its value, 
speaking from a speculative standpoint. 
In volume 8, page 62, we presented an 
article explaining this important point. 
The 1907 panic demonstrated that low 
priced securities were more likely to re- 
turn a higher percentage of profit on 
their cost than those which sell above 
par. The table accompanying the 
above mentioned article proved that 
the fluctuation value, that is, the rela- 
tion of the average number of points 
which a stock fluctuates yearly, to its 
average price, is generally higher, as 
the price gets down below 30. Take 
a stock which fluctuates over a range 
of 13 points one year, 32 the next, 24 the 
next, 17 the next and 15 the next, the av- 
erage yearly fluctuation, that is, the aver- 
age difference between high and low, for 
that five year period would be 20 
points. Now assume that the average 
price, that is, the average of the high 
and low, which would be the point half 
way between, is 30. This would give 
you a fluctuation value of 66%—20 he- 
ing 66% of 30. Theoretically, if you 
buy at the low point, which, notwith- 
standing Rothschild’s maxim, we all 
hope to do, there is an “expectation” 
or a probability. that there will eventu- 
ally be a possible 66% profit on the 
cost of that stock. (We are likewise 
hoping to succeed in getting out at 
somewhere near the top price.) 

The difficulty here is that stocks 
whose fluctuation value is high in pro- 
portion to price, are not usually divi- 
dend payers, and we cannot always 
combine this factor with those meas- 
ures of strength which were previously 
mentioned. However, there may be 
cases in which this may be done to a 
certain extent. One way is to buy com- 
mon and preferred stocks in combina- 
tion, as will be explained farther on. 

So much for the principles upon 
which we are to base our selection of 
sound securities. 

It is easier to follow these principles in 
the railroad stocks than in the industrials, 
owing to the general uniformity and com- 
pleteness of statistical information. 
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IV—How to Buy : 








A® I am writing this during the 

period when business on the Ex- 
change is temporarily suspended, I am 
obliged to form certain theories as to 
what will happen during the first few 
days’ sessions. First it is fair to as- 
sume that stock market conditions will 
not be any worse when the Exchange 
reopens. No set of rules or restrictions 
can prevent people from placing orders 
to buy and sell as soon as the market 
is available, but the New York Stock 
Exchange, as an organization, and each 
brokerage house representing itself, can 
install whatever restrictions seem nec- 
essary for the protection of the organi- 
zation, its members and the financial 
public here and abroad. 

It is likely that some limit will be 
placed upon marginal transactions. 
Not in such a way as to discourage 
buying, because buying orders at such 
a time are most to be desired. This 
tendency has already appeared in the 
form of a ruling made August 13, by 
the New York Stock Exchange Com- 
mittee of Five, by which 

“Members of the Exchange desiring to 

buy securities for cash may send a list of 

same to the Committee on Clearing House, 

55 New street, giving the amount of se- 

curities wanted and the prices they are 

willing to pay, and those desiring to sell 
securities, but only in order to relieve the 
necessities of themselves or their cus- 
tomers, may send a list giving the amounts 
of the securities for sale. No prices less 
than the closing prices of Thursday, July 
30, 1914, will be considered.” 
Under this ruling, short sales and 
bear raiding are excluded, so the cash 
market thus established is practically 
an investment market, supported at the 
last recorded prices. The question 
when the regular sessions are resumed, 
is whether large interests will get to- 
gether for the purpose of supporting 
prices and whether their bids, com- 
bined with the thousands of orders for 
one hundred shares and multiples, as 
well as odd lots, will be effective in re- 
sisting the quantity of stock which may 
still be pressing from here or abroad. 


Should these combined supporting in- 
fluences be equal to the pressure, it 
would mean that the worst has been 
seen stock marketwise, until or unless 
new and worse developments occur. 

But assuming that there is an ab- 
sence of violent fluctuations and de- 
moralized market conditions, and that 
buyers are encouraged by a fairly stable 
state of the market, it is reasonable to 
look for a very large volume of bargain 
purchasing, which would result in an 
enormous quantity of stocks being 
removed from the Street. 

If, therefore, we decide to buy, it is 
well for us to know just how to pro- 
ceed under present financial conditions. 
Should there be a restriction against 
margin trading, we shall be obliged to 
buy outright, relying upon such an im- 
provement in the market outlook that 
before any big advance is scored we 
shall have an opportunity to use our 
holdings as collateral for margin pur- 
poses, should we so desire. 

The first essential is to know that a 
brokerage house is in sound condition. 
It may be said in justice to 99.6% of 
the New York Stock Exchange firms 
which passed unharmed through the 
recent crisis, that the failures which 
did occur were directly traceable to 
certain intrinsic weaknesses in the re- 
spective concerns and that their condi- 
tion is not representative of the major- 
ity of New York Stock Exchange 
houses. ; 

No matter how demoralized the mar- 
ket becomes, if a brokerage house is 
supplied with capital in proportion to 
its business and takes a firm stand on 
the question of margins, there is no 
reason why it should become in any 
way involved. Failures are usually 
traceable to certain well known causes 
which exist in only a very few houses. 

Of course, it is impossible for any 
one to foresee all circumstances which 
may be brought about by such unusual 
conditions as have recently prevailed. 
European nations have been crying 
war for many years, and we have so 

















often been on the verge of hostilities, 
particularly during the last half decade, 
that no one believed it would come 
with such overpowering suddenness 
and force. But now that the blow has 
fallen and the exchanges throughout 
the world have suspended operations 
until the financial community could 
better organize itself, we are inclined 
to look for no further failures among 
the houses with whom the public’s in- 
vestment and marginal funds are en- 
trusted. 
BUYING OUTRIGHT THROUGH YOUR BANK 
There is a way, however, in which all 
those who are in any doubt as to the 
soundness of their respective brokerage 
houses, may protect themselves against 
any unforeseen calamities and that is by 
placing their investment orders through 
their banks. If you wish to buy 100 
shares of Union Pacific, your broker 
may not in these times wish to execute 
the order without the cash in hand. 
You may perhaps not care to pay for the 
stock or even deposit one or two thou- 
sand dollars on account at such a time. 
If therefore, you have the necessary 
funds to your credit with your bank, 
you can instruct that institution to buy 
100 Union Pacific, or whatever stocks 
vou wish, and charge it to your account. 
The broker will have no hesitation in 
buying stocks for a bank because he 
knows that he can deliver it and the 
bank will be prepared to pay for it in 
full the next day, and so no part pay- 
ment is required. There is no risk 
either to broker or client involved in the 
transaction, as your funds do not leave 
vour bank until the stock is actually de- 
livered. Having secured the stock, 
vour bank will transfer it to your name 
and deliver the new certificate to you. 
This is a very easy, safe and satisfactory 
way, both for the client and the broker, 
particularly in times of financial dis- 
turbances, but under ordinary conditions 
it is much more convenient to have your 
dealings directly with the broker and 
especially if you wish to carry stocks on 
margin and trade back and forth in them 
from time to time. 


CARRYING STOCKS ON MARGIN 
THROUGH YOUR BANK. 
If you are known as a good customer 
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of the bank, that is, if your balance is 
satisfactory to that institution, and you 
are known to be a man of property and 
resources, you can doubtless arrange 
with your bank to advance some of the 
money necessary to carry the stocks you 
desire to purchase. Thus you can buy 
a larger amount than if you paid for it 
in full, perhaps making a time loan for 
six months or a year at a reasonable rate 
of interest. Banks and trust companies 
are not governed by New York Stock 
Exchange rules in this respect and are 
free to contract with you to loan the 
money for a specified time at a definite 
rate. 

No small margin would be satisfac- 
tory to a banking institution. It is quite 
likely that the usual 20% at least will 
be exacted—perhaps more. By 20% 
we mean that if you borrow $10,000, 
the value of your securities deposited as 
collateral must be $12,000. 


BROKERS MARGINS. 





If brokers are allowed to buy on mar- 
gin, the requirements will be much larg- 
er than in ordinary markets, probably 
20% of the market value at least. For 
the protection of both broker and client, 
however, it would be much better for you 
to make your commitments on the basis of 
50% of their market price, as this would 
be a precaution against some unforeseen 
circumstances, such as the United States 
being drawn into the present war. 

A liberal margin is to your advantage 
as well as the broker’s. In the first 
place, it prevents your overtrading. 
This is the cause of more losses than 
any other single Wall Street factor. 
Keeping a big margin also reduces your 
interest charges. If the banks require 
20% of the market value of stocks as 
margin, this is a fair criterion of safety 
and it would be better for you to keep 
such a margin than to induce your 
broker to carry stocks for you on a thin 
margin. You cannot afford to do busi- 
ness with a house that will accept slim 
margins. Many people have exactly the 
opposite impression on this point. They 
think that they are shrewd if they can 
induce their broker to accept seven or 
eight points, but on the contrary, it is 
very unwise both on their part and that 
of the broker. Keep fat margins and 
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deal with houses who require them, and 
you will be helping in the direction of 
sound business methods. 

BUYING OUTRIGHT. 

The ideal position for an investor 
at such unusual times is of course 
to have his securities standing in his 
own name and locked up in his own 
safe deposit box. He is then exempt 


from margin calls, interest payments, 
and worry about fluctuations. He knows 
that sooner or later he will be able to 
sell at a profit and he is meanwhile free 
to go about his business without con- 
cern as to. fluctuations recorded on the 
stock ticker. If he holds dividend pay- 





ers, his share of the disbursements is re- 
mitted to him by mail, quarterly or sem1- 
annually, and his stock is always avail- 
able as collateral for temporary loans for 
other business ventures or part-pay- 
ment purchases. If your stocks are 
non-dividend payers, you should have 
them transferred to your name just the 
same, as a protection against any flaw 
in the title of such securities, that is, the 
possibility of their having been misap- 
propriated, or some forgery connected 
with them. A good, clean certificate, 
newly issued from the transfer office of 
the company, assures you against all 
future contingencies except fluctuations. 











V—What the Rate Decision Means 












N a recent series entitled “Which 
Kind of Stock Is Best,” we pointed 
out some of the weak spots in the rail- 
road situation, stating that of all great 
groups. of stocks railroad securities as 
a class were not the most desirable. 

The past fiscal year has been marked 
by receiverships, passed or reduced divi- 
dends, accompanied by violent collapses 
in the price of issues directly affected or 
supposedly hanging on the edge of dif- 
ficulties. Yet the things which have 
happened were not so important as the 
whole railroad outlook as it stood before 
the Interstate Commerce Commission 
handed down its decision in July. The 
tendency of a certain industry is more 
important than the respective events 
which are indications of that tendency 
and every holder of railroad securities 
must have breathed easier when he read 
the Commission’s decision, because it 
marked a change of attitude in favor of 
the railroads. 

The main question was whether the 
Commission would admit the necessities 
of the roads. It has made this admission 
and as a first step has granted to the 
railroads of the middle west, namely in 
the territory between Buffalo, Pitts- 
burgh and the Mississippi River, the 
five per cent. increase asked for on some 
commodities. It is not all the railroads 
expected, but it is a beginning, and what 








is more, the railroads are shown how 
they may further increase their revenues 
by adoption of certain suggestions made 
by the Commission. So we may take 
the ground that at the parting of the 
ways the path did not incline toward 
further depression and possible receiver- 
ship, but in the direction of better earn- 
ings as soon as these changes can be 
put into effect. 

The Commission reported that the 
railroads were suffering more from de- 
pressed business conditions than from 
any immediate need of rate increase and 
called attention to the fact that a large 
part of the recent outcry in behalf of 
the railroads was more or less inspired 
by the roads themselves. Having trans- 
portation to sell, they are. to be forgiven 
if they endeavor in every way to se- 
cure the highest price for their services. 

This leaves the general railroad situa- 
tion in the United States in much better 
shape than it was a few weeks ago, for 
it is admitted that the weakest section of 
the American railroad network is in the 
territory benefited by the decision. A 
very large percentage of the country’s 
freight runs through the zone in ques- 
tion so that all the roads will be benefited 
to a certain extent. 

Thompson, Towle & Co. have esti- 
mated the extent of benefit to each of 
the important lines, wholly or partly 
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within Central Freight Association ter- 

ritory; also, a tabulation of those roads 

which do not directly benefit from the 

increase: 

ROADS RECEIVING A DIRECT BENE- 
FIT FROM RATE INCREASE. 


% =. 
Inc. r share 
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Besse. & Lake Erie 
§Central Indiana Ry. ..--.... 
t*Ches. & Ohio 
tChicago & Alton 
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Det., Tol. & Ironton 
Elgin, Jol. & E 
tErie R. R. 
§Grand Rapids & Ind........ 
Grand Trunk West 
Hocking Mino | ae 
rrr 
tKanawha & Michigan....... 
tLake Erie & West 
tLake Sh. & Mich. So 
{Michigan Central 
t St. L 


§Pa. Co 

Peoria 

Pere Marquette 

§Pitts., Cinn. & St. L 

tPitts. & Lake Erie 

tToledo & Ohio Cent........ 
Tol., Peoria & West........ 
Tol., St. L. & West 
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§Vandalia R. R. ‘ 
. 9 & See 3.45 
Wheeling & L. Erie......... 1, 
Preferred stock. 
Part of mileage only in C. F. A. territory. 
*Based on report of Ches. & Ohio of Indiana 
for 1911 fiscal year. 
§Pennsylvania Lines West. 
tNew York Central Lines. 


ROADS THAT DO NOT RECEIVE DI- 
RECT BENEFIT FROM THE RATE IN- 


CREASE. 
Earned on stock in 


Atlantic City 
Bangor & Ar 
Boston & Maine 


Buffalo & Susq 
Central New Eng 
Central R. R. of N. J 
Central Vermont 
Delaware & Hudson Co 
Del., Lack. & W 
Lehigh & N. E 
Lehigh Valley 
{Long Island 

Maine Central 

tN. Y. Central 

New Haven 


{Northern Central 
{Penn. R. R. 

(Phil. Balt. & W 

Phil. & Reading 
Pitts, Shawmut & N 
tRutland Railroad 


qW. Jersey & Seashore 6.7 
Western Maryland def, $414,97 
*Preferred stock. {Pennsylvania Lines East. 
tNew York Central Lines. 








ViI—Comparison of Railroad Groups 








GENERALLY speaking, railroad 

stocks are more attractive than they 
were and our task now is to select the 
issues which are desirable, according to 
the standards set forth in previous pages. 
But first let us.view the different groups 
representing the transportation industry 
in the different sections of the country. 

One test of the strength of a railroad 
property is its performance during times 
of depression. Certain groups of roads 
have done far better than others, al- 
though in almost every group there 
are individual examples of abnormal 
strength or weakness in comparison with 
competitors. 


The Northwestern group, consisting 
of Great Northern, Northern Pacific and 
St. Paul, have done well, considering 
everything that has happened during the 
past year. All three will practically 
show some surplus over present divi- 
dend requirements. Of course, it is im- 
possible to forecast the coming year’s 
earnings, but we may reasonably expect 
nothing worse than has been experi- 
oy for the fiscal year ending June, 
1914. 

The other Trans-continentals, consist- 
ing of Union Pacific, Atchison, and 
Southern Pacific, have also done well, 
and in neither of these two groups does 
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it seem likely that any dividend reduction 
is necessary. We take the ground that 
a road which can legitimately maintain 
its dividends during such a period, may 
be expected to recover its margin of 
safety when a revival in general busi- 
ness occurs. 

All these transcontinentals will derive 
a large revenue from the San Francisco 
fair next year. 

The Southwestern group, consisting 
of Rock Island, St. Louis & San Fran- 
cisco, Missouri Pacific, Texas Pacific, 
M. K. & T., Colorado & Southern, and 
St. Louis Southwestern, form one of the 
weakest groups in the whole country, 
due to a variety of causes: bad manage- 
ment, over-capitalization, over extension 
of*branch lines, too many guarantees, 
shortage of working capital, etc. Most 
of these roads are found in the list of 
undesirables as shown on the Bargain 
Indicator. 

The North and South lines of the 
Mississippi Valley, viz.: Illinois Cen- 
tral and Kansas City Southern, have 
come through the fire in much better 
condition, and with the opening of the 
Panama Canal, should give an even bet- 
ter account of themselves during the 
next year or two. 

The Southern Seaboard group forms 
another strong section of the railroad 
fabric. This cluster of roads is com- 
posed of Louisville & Nashville, Atlantic 
Coast Line, Nashville, Chattanooga & 
St. Louis, Southern Railway and Sea- 
board Air Line. The latter having ac- 
tually entered the dividend class within 
the past year and being one of the few 
roads in the country to present increases 
in gross and net earnings during many 
months when others’ were decreasing. 

The Bituminous Coalers: Norfolk & 
Western, Chesapeake & Ohio, B. & O., 
and Western Maryland. With the ex- 
ception of Norfolk & Western these com- 
panies have not done well. The bitumi- 
nous coal industry is one of the first to 
feel a business depression as this fuel is 
largely used in manufacturing plants as 
well as in marine transportation. In the 

inion of many people Baltimore & 

hio should have cut its dividend at the 
recent declaration. The same is true of 
Chesapeake & Ohio. Norfolk & West- 
ern made the best evi of this group, 
while Western Maryland, never having 
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been placed squarely on its feet, is strug- 
gling along with its new extension, with 
the Rockefellers standing by ready to 
give it the necessary financial assistance. 

These roads receive little direct or 
immediate benefit from the rate decision. 

The Trunk lines, consisting of New 
York Central, Pennsylvania, and the al- 
lied lines and Erie, have suffered severe- 
ly during the hard times, Pennsylvania 
losing a very large amount of freight 
from Pittsburgh and all three being de- 
prived of an immense quantity of gen- 
eral traffic. The depression seems to 
have hit the Eastern roads harder than 
the West and South and it is these big 
companies with large bond and stock is- 
sues and expensive terminals, which have 
had great difficulty in holding their 
heads above water with earnings falling 
off at so frightful a rate. Of this group 
Pennslyvania naturally outpoints the 
others with regard to earning power and 
financial strength. 

The rate decision will help the New 
York Central and Pennsylvania systems 
but will have little effect on Erie. 

The Anthracite Roads, Reading, Jer- 
sey Central, Lehigh Valley, Delaware & 
Hudson, Lackawanna, and to a certain 
extent Erie, have also been rather hard 
hit, conditions in the anthracite trade 
being aggravated by a mild winter, ac- 
companied by unfavorable business con- 
ditions. This industry possesses great 
recuperative qualities, however, the prin- 
cipal menace to a full recovery being 
the possibility of a reduction in carrying 
charges on anthracite coal. A company 
like Reading, as at present organized, 
might not be affected to the extent that 
its stockholders would suffer, for if 


freight rates on coal are reduced, the 
Reading Coal and Iron Company, which 


is the producing end of the combina- 
tion, will benefit, and stock of the 
Reading Company, which is the hold- 
ing corporation, should show but a 
slight variation in earnings. Read- 
ing is also a bituminous carrier, not 
being so dependent on anthracite alone 
as in former years. Of this group, dis- 
regarding Lackawanna and Jersey Cen- 
tral, which are beyond the reach of the 
ordinary investor, Reading seems to be 
in the strongest position. 

The New England group has been so 
much in the public eye of late that little 





HOW TO TAKE ADVANTAGE OF RECENT LOW PRICES. 405 


A COMPARISON OF THE TRANSCONTINENTAL STOOKS, 
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need be said on this score. While New 
Haven and its subsidiaries will doubt- 
less recover a portion of their earning 
power when business conlitions im- 
prove, stocks of these companies show 
no signs of working out of their highly 
speculative position. 

The Middlewest Roads include a 
number of weak and a few strong prop- 
erties, Wabash, Chicago & Alton, Tole- 
do, St. Louis & Western, Chicago Great 
Western, Minneapolis & St. Louis, Chi- 
cago & Northwestern. Wabash is about 
to emerge from receivership to the tune 
of a heavy assessment. The Alton and 
the Toledo have been hanging on the 
edge of trouble for some years. Great 
Western looks promising. Chicago & 
Northwestern is not earning its former 
margin over dividend requirements. 
Minneapolis & St. Louis is in trouble 
with a deficit to show for its past year’s 
work, 

_ Here we have a rather mixed situa- 
tion. Some strong roads have their 
source in this territory, while the others 
struggle against the odds of keen com- 
petition. Altogether the middlewest sec- 
tion does not stand out as one of the 
best fields for railroad stock ventures. 
_ The Canadian Pacific System, consist- 
ing of that road and its American feed- 
ers, Minneapolis, St. Paul & Sault Ste. 
Marie and Wisconsin Central, have lost 
ground in common with all American 
and Canadian roads. The northwest 


territory, being rather over-boomed, has 
suffered a severe slump and some peo- 
ple, in the throes of depression, believe 
it will never recover. The big handicap 
to Canadian Pacific will be found in the 
two new trans-continentals which have 
been thrown across the Canadian 
prairies, as well as the fact that the 
Canadian Government seems to be 
taking a leaf out of the book of our 
Interstate Commerce Commission, in 
assuming an oppressive attitude to- 
ward railroad rates. The earning 
power of Canadian Pacific under 
these new conditions, presents some- 
what of a problem, although a property 
which is able to earn 15% on its enor- 
mous capitalization during the recently 
enced fiscal year, should cause its stock- 
holders little or no worry. With all its 
handicaps, Canadian Pacific and its feed- 
ers should recover promptly. The out- 
look along its lines compares very favor- 
ably with the best American railroad 
sections. 

A general survey of the railroad field 
shows some wide contrasts. There are 
numerous weak roads and not a few 
actual wrecks. It is not difficult to 
choose those sections which seem to af- 
ford the best field for purchases made 
with an eye to both income and profit. 
Let us examine more closely some of 
the members of these groups, for the 
purpose of selecting only the best 
mediums : 








Vil—The Best Railroad Issues 





Great Northern. 
Ou of every hundred tons of freight 
carried by Great Northern, forty 
tons are iron ore. Although this com- 





pany lays great stress on crop conditions 
and derives a large revenue from prod- 
ucts of the farm, if its enormous ore 
tonnage were diverted or lost, the road’s 





406 


revenue would suffer severely. Hence, 
great importance attaches to the future 
operation of the Great Northern Ore 
properties, which were leased to the 
United States Steel Corporation. This 
lease expires in about four months (Jan. 
1, 1915). No one for a moment sup- 
poses that the ore will cease to be ex- 
tracted from the Minnesota ranges, 
where a very large portion of the supply 
for the Pittsburgh mills is derived, but 
it will be interesting to see how this dif- 
ficulty is met. Great Northern officials 
claim that ore can be merchandized to 
as good or better advantage, when sold 
to all comers. 

At 114, Great Northern is selling at 
the lowest price in six years. During 
this period, earnings have averaged over 
9% and in the lean year ending June 30, 
1914, 814% has been earned. James J. 
Hill, has explained this falling off by 
saying that the tonnage simply wasn't 
in the country. 

Great Northern has considerable equi- 
ty in the earnings of the Burlington 
road and in a number of undisclosed 


holdings which from time to time are 
exploited for the benefit of the stock- 


holders. It used to be Mr. Hill’s boast 
that for a long period, Great Northern 
returned to its owners an average in 
dividends, rights, etc., about 25% per 
annum, but in recent years, political an- 
tagonism has doubtless caused the man- 
agement to cover up some of this pros- 
perity as there seems to be no desire on 
Mr. Hill’s part to exhibit extraordinary 
earnings. 

The system spreads out like a fan 
from St. Paul and Puget Sound and is 
thoroughly intrenched in every direc- 
tion. 

Examine the map of Great Northern 
and you will find a large number of 
feeders extending northward to and 
beyond the Canadian border. Mr. Hill 
evidently does not intend that the Can- 
adian roads shall draw any freight from 
Great Northern territory. 

Great Northern never has any trouble 
in financing its requirements. In De- 
cember 1912 and in March 1914, new 
capital stock was issued at par. Margin 
of safety over fixed charges averages 
69%—as high as Union Pacific and one 
of the highest ratios among American 
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roads, James J. Hill’s opinion of the 
stock may be best told in his own lan- 
guage: “The Great Northern never fail- 
ed, never passed a dividend, never was 
financially insecure in any time of panic 
and has acquired a standing which noth- 
ing in the ordinary course of events can 
impair, The financial outlook is as well 
assured as that of most governments. It 
is financed for a period beyond which it 
would be fanciful to attempt to provide. 
And the development of its business 
throughout makes the payment of divi- 
dends as certain as that of the interest 
on its bond coupons.” 
Union Pacific 

at 113 pays 8% on its par value and nets 
the investor 7.1%. Earnings for the 
1914 fiscal year were about 13%, but al- 
lowing for the 2%, which was disbursed 
in the form of Baltimore & Ohio securi- 
ties and cash, earnings for the present 
year on the same basis would be 11%. 
The company, therefore, will earn, if it 
does no better for the current year, 
about 37% more than the amount dis- 
bursed in dividends. For a yeaqof de- 
pression, this is doing very well. 

Stability of earnings is shown in the 
Bargain Indicator. For the past five 
years, these have ranged from 14% to 
19% or from 40 to 90% above the 
amount of dividends being paid. Had 
Union Pacific not secured any income 
from either B. & O. or Southern Pacific 
during the five previous fiscal years, its 
income would have averaged over 13%, 
and in no one year would it have fallen 
below 10%. 

Financial strength is displayed in the 
cash available, which amounts to ap- 
proximately $90,000,000 after the B. & 
QO. distribution is allowed for. We do 
not look for any further distributjons 
until the Central Pacific suit is decided, 
as Union Pacific is likely to keep itself 
strong in resources pending the possible 
purchase of that property. 

Margin of safety, viz., the propor- 
tion of total net income after payment 
of all current fixed obligations, taxes, 
equipment, principal and interest pay- 
ments, miscellaneous items, etc., is high, 
averaging 69% for the past ten fiscal 
nion Pacific is therefore, from 
every standpoint, an attractive purchase 
around the above figures. 
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Southern Pacific 


for several years past has earned a large 
margin over its dividend requirements, 
ranging as high as 13% in 1910 and 
averaging about 10% for the five fiscal 
years ending with 1913; but in the 1914 
year it did not do so well, the estimated 
rate being 614%. This is a very mark- 
ed reflection of the falling off in general 
business, as nothing has happened to 
specifically affect the earnings of South- 
ern Pacific. We must therefore regard 
the average as a better indication of the 
road’s earning power than the earnings 
of any single year. On this ground, the 
Southern Pacific dividend seems safe at 
6%. 

Margin of safety over fixed charges 
has averaged 47%. The unknown quan- 
tity is the effect of the Panama Canal, 
which will divert a very considerable 
amount of freight from Southern Paci- 
fic, but the stimulation of traffic through- 
out this company’s territory as a result 
of the Canal, should tend to offset any 
loss in the above direction. 


By far, the largest element of 


strength in Southern Pacific’s finances 
will be found in its equities, first among 
which are its oil lands, rated to be worth 
from $100,000,000 to $200,000,000. Next 
is its ownership of $100,000,000 of the 


Pacific Electric Railway, with 1,100 
miles of lines, carrying a large passenger 
and rapidly increasing freight business. 
Up to this time, Southern Pacific has 
received no return on this investment. 
Other electric properties owned by 
Southern Pacific have a face value of 
$72,000,000 with considerable construc- 
tion work yet to be done. Southern Pa- 
cific owns a majority of the $40,000,000 
stock of the Associated Oil Co., and in 
Mexico has an investment in railroads 
of nearly $40,000,000 from which no in- 
come has been received. All of this goes 
to show that when these important sub- 
sidiaries are brought up to their true 
earning power, not only will Southern 
Pacific’s income account be expanded 
but the treasury assets of the company, 
represented by the principal of all these 
equities, will be enormously enhanced. 
The most attractive feature of South- 
ern Pacific is found in the value of its 
treasury assets and equities. The divi- 
dend seems safe, the margin of safety 


liberal, and stability of earnings com- 
pares favorably with the best roads in 
the country. At 85, the return on the 
investment is 7.1% and the stock ap- 
pears very attractive. 
Atchison Common 

pays 6% and at 90 yields 6.7%. Earn- 
ings for five years ending June 30, 1913, 
averaged 9.6%. For the 1914 fiscal 
year, earnings were below the average, 
being 7%4%. As in the case of South- 
ern Pacific, the average is a better guide. 
Present outlook favors a continuance 
of the 6% dividend. 

In former years Atchison was very 
much more of a speculative favorite. 
The regularity with which dividends 
were earned and the general stability of 
its business, took away that element of 
uncertainty which is so essential in the 
highly speculative stocks—an argument 
in favor of Atchison as an investment 
medium, however. Down around 90, 
the speculative element is again present 
and we have no doubt that many people 
will buy it on the ground that it will re- 
cover to a price well above par. The 
convertible bonds, which have been 
gradually turned into stock have served 
to hold the price down. About $52,000,- 
000 are still unconverted. 

Atchison is very strong in cash, the 
1913 balance sheet showing some $30,- 
000,000 under this item with a large 
surplus over current liabilities. Margin 
of safety has averaged 53% over fixed 
charges. 

Atchison’s finances are in excellent 
shape, its earning power stable, its mar- 
gin of safety sufficient and the outlook 
for the current year more promising. At 
90, it looks attractive, this being the 
lowest price in six years, during which 
period it has sold at 125, without any 
change in its dividend rate. 

Northern Pacific 
is the weaker of the two big Hill prop- 
erties in the Northwest. Up to the time 
that St. Paul’s extension to the coast 
was completed, Northern Pacific’s earn- 
ings compared very favorably with those 
of Great Northern, but as a considerable 
portion of the St. Paul came into direct 
competition, Northern Pacific did suf- 
fer in one year, it is said, to the ex- 
tent of $10,000,000 in gross. Northern 
Pacific’s officials claim that the worst ef- 
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fect of this competition has been seen 
and that the road is now holding its own. 

Since 1909 Northern Pacific has been 
obliged to pay dividends on $93,000,000 
additional stock. Proceeds from this 
have been mostly put into its own prop- 
erty ($85,000,000). Besides, in the past 
five years, $35,000,000 have been ad- 
vanced to subsidiaries, in return for 
which securities were received. North- 
ern Pacific has a considerable equity in 
lands and in the Northwestern Improve- 
ment Co. and the C. B. & Q. Railroad. 
In 1908 an extra dividend of 114% 
was paid out of accumulated surplus 
earnings of the Northwestern Improve- 
ment Company. The policy of the 
Northern Pacific seems to be to show 
only a small surplus over dividend re- 
quirements, all remaining funds being 
put back into the property. 

At 99, Northern Pacific nets the in- 
vestor 7.1%, its dividends being at the 
rate of 7%. This is a very small mar- 
gin but nothing has occurred up to this 
time which would warrant the expecta- 
tion of a reduced dividend rate. On the 
contrary, crop conditions in the North- 
west are very promising and the war 
has resulted in high prices for grain. 
Larger earnings for the current fiscal 
year are therefore to be anticipated. 

The new $750,000,000 blanket mort- 
gage makes provision for all the financ- 
ing necessary for many years to come. 
As $20,000,000 of these bonds have re- 
cently been sold, fixed charges will be 
increased to about one-tenth of one per 
cent. on the capital stock. No doubt 
this money can be expended in a way 
which will return more than that 
amount. 

Margin of safety over fixed charges 
on the 10 year average is 67%, nearly 
as high as Union Pacific and Great 
Northern. Average earnings for the 
past five years were only 8.9% per an- 
num, owing to the causes previously 
mentioned. 

The present price is the lowest in 13 
years. For some reason or other, nu- 
merous large holders of Northern Pa- 
cific have, in late years, been liquidating 
the stock. Whether this was due to the 
fear of St. Paul’s competition, we do 
not know, but there is evidence of im- 
portant changes in the character of own- 
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ership. Recent low prices were of 
course produced by foreign liquidation. 
As the price of the stock is an excellent 
indicator of the combined judgment of 
many people, and as Northern Pacific 
has for many months been selling at 
abnormally low figures, we should be 
inclined not to regard the stock as a 
great bargain at present prices, giving 
preference to four other trans-continen- 
tals—Union Pacific, Southern Pacific, © 
Great Northern and Atchison, although 
it may be that in the end Northern Pa- 
cific will prove to have been more of a 
bargain than we now anticipate. 


Chicago, Milwaukee & St. Paul 


extends in four almost horizontal lines 
running westward from Chicago to 
Omaha, Milwaukee to South Dakota 
and from St. Paul to the Pacific Coast, 
with numerous feeders. Prior to the 
construction of the Puget Sound exten- 
sion, St. Paul was a high grade dividend 
payer, selling all the way from par to 
198 and paying 7% regularly. The Pa- 
cific Coast extension proved a heavy 
drag on the parent concern, though for 
the past five years earnings have aver- 
aged nearly 64%4%. This rate was not 
exceeded during the recent fiscal year, 
so that the margin of safety over divi- 
dend requirements (now 5%) amounts 
to 114% per annum or a percentage of 
30. Margin of safety over fixed charges 
shows a ten-year average of 58. 

By extending into Northern Pacific's 
territory, St. Paul did not do so well as 
it might had there been a virgin field for 
it to develop. Its western extension 
cost more money and has taken longer 
to bring up to profitable basis than was 
anticipated. The big holdings in St. 
Paul were evidently liquidated around 
160 or above before the construction of 
the Puget Sound was begun. Two years 
ago Mr. Rockefeller was quoted as say- 
ing that he expected to buy his St. Paul 
back at below par. There has been am- 
ple opportunity for him to do so. At 
85, the closing price of July 30, St. Paul 
touched the lowest price since 1898. 
During these 16 years, it has sold as 
high as 19954 and in the 1907 panic as 
low as 93%. The crop failure of 191! 
particularly damaged St. Paul’s earn- 
ings. This, together with the burden 
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of the new road, resulted in dividends 
being reduced to 5%. St. Paul seems 
well able to maintain this rate, however, 
and the management is looking forward 
to a time when the rate can be restored 
to 7%. 

St. Paul is the weakest of all the 
Northwestern roads, but is not especial- 
ly weak at that. In average earnings 
and net return on the investment, it is 
not so desirable as stocks of the other 
stronger companies. St. Paul also lacks 
the very valuable feature of large equi- 
ties and prospective melons. As this has 


been a very prolific source of revenue to 
the investor in trans-continental stocks 
for many years past, we rather favor the 
other properties which are more bounti- 
fully provided in that respect. 

* *” * 


Looking over the whole trans-conti- 
nental field, one is impressed with the 
comparative strength of the transporta- 
tion companies operating in the western 
section of the country. Allowing St. 
Paul another few years for the develop- 
ment of its Pacific extension, it is safe 
to say that no group of roads in a part 
of the United States displays equal sta- 
bility of earnings, potential earning 
power, liberal margin of safety over 
fixed charges, combined with great fi- 
nancial strength. 

The railroad field is unattractive 
enough, considering the inducements 
offered by numerous high-grade indus- 
trials, but features of these western rail- 
road stocks appeal strongly to both in- 
vestor and speculator, owing to the qual- 
ities above named. Hence, if one is de- 
termined to put part of his money into 
sound railroad stocks, he cannot do bet- 
ter than to look over the accompanying 
table, which shows the comparative fig- 


ures on this group of six roads, and 
choose therefrom those best suited to 
his individual requirements. By pur- 
chasing at the prevailing low prices, he 
will place himself in a postion to benefit 
by the development of this great western 
country during the next several years. 


THE SOUTHERN GROUP OF ROADS. 
Louisville & Nashville. 


Uniform financial strength and earn- 
ing power does not so greatly character- 
ize the Southern roads. A glance at their 
average yearly earnings for the five 
years ending June, 1913, marks Louis- 
ville & Nashville as occupying the 
strongest position in this respect, this 
road’s earnings having run as high as 
15.9% in 1912 and averaging double its 
7% dividend requirements. The 1914 
fiscal year has been the poorest since 
1908. Nevertheless a liberal margin of 
safety exists and the continuance of the 
present dividend is assured. The ten- 
year average gives an earning power of 
49% over fixed charges, the highest 
percentage of any Southern road. 

Although operating in Southern ter- 
ritory, the transportation of cotton ac- 
counts for only one-half of one per cent. 
of Louisville’s total traffic. Its greatest 
revenue producer is bituminous coal 
(35%), with agricultural products 
forming 8% of its traffic. 

The price (127) is an indicator of the 
regard with which Louisville & Nash- 
ville is held by investors. Being a mi- 
nority stock, only $35,000,000, or 350,000 
shares, make up the floating supply. It 
is controlled by Atlantic Coast Line 
through majority ownership, and of 
itself controls Nashville, Chattanooga & 
St. Louis. 

Its financial position is very strong, the 
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latest balance sheet displaying cash hold- 
ings of $14,500,000, treasury securities 
of $9,000,000 and marketable securities, 
$7,000,000. Working capital is large 
and financing has recently been done by 
an issue of stock. 

Louisville’s rate situation has not been 
very satisfactory, the company volun- 
tarily reducing passenger rates in Ken- 
tucky from 3 to 2% cents a mile and 
some oppression being exercised by 
State and Federal authorities. However, 
there is nothing in this situation that 
should worry present buyers. 


Atlantic Coast Line 
selling at 114, pays the same rate of 
dividend and nets a higher percentage— 
6.1% on the investment. This road has 
shown average earnings of 11.6% for 
five years and 9.5% for the recent fiscal 
year. Margin of safety over fixed 


charges is 44%, and latest earnings are 
36% over dividend requirements. 
Atlantic Coast Line is in a strong 
financial position, the 1913 balance sheet 
indicating $12,000,000 in cash and $20,- 
000,000 in treasury and marketable se- 


curities. This does not include a larger 
item of “Other Investments” represent- 
ing permanent holdings in other prop- 
erties. 

At the higher yield this stock is some- 
what more attractive than Louisville & 
Nashville. 

Illinois Central 

earned 6.8% on the average for five 
years, and 6.5% in its 1914 fiscal year. 
A year or two ago this company was 
obliged to reduce its dividend from 7% 
to 5%, but of late, operating results 
have improved and with a revival of 
good business, Illinois Central should 
yield earnings comparing favorably 
with the record of former years. Its 
long dividend record probably accounts 
for the small yield at present price 
(106), which is 4.7%. The growth of 
the company’s traffic has been slow, but 
the opening of the canal may stimulate 
business along its lines. Recent in- 
creases allowed by the Interstate Com- 
merce Commission should improve 
earnings to the extent of three-quarters 
of one per cent. on this stock. 


Seaboard Air Line 
emerged from receivership only a few 
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years ago and has made wonderful 
strides toward establishing its preferred 
stock as a standard dividend payer. The 
three-year average indicates earnings of 
6.2% on this issue and estimated 
earnings for the 1914 fiscal year—a very 
unfortunate period for many roads—are 
7% or 75% more than is required by 
the 4% dividend now being paid. 

Margin of safety over fixed charges 
indicates a yearly average of only 14%, 
but this is due to the receivership 
which occupied a considerable portion of 
the ten-year period. The actual margin 
has run frequently from 20% to 25%, 
but it is hardly fair to judge by this 
standard, as the road is just beginning 
to show what it can do. 

At a price of 47, this 4% pre- 
ferred stock yields 8.5% and unless 
conditions in this territory suffer a 
complete reversal during the next few 
years, the issue must be regarded as a 
bargain. Purchasers should of course 
bear in mind that no comparison of fi- 
nancial strength as between this and 
other Southern roads would do justice 
to Seaboard Air Line. This stock must 
be bought with the understanding that 
it is young in the dividend list and there- 
fore speculative. 


Southern Railway 


resumed dividends on its preferred 
stock about three years ago. A compar- 
ative bargain is offered in this issue, 
which closed at 67% on July 30, at 
which figure it yields 7.5%. Since 
1907 Southern Railway has _ been 
pouring money back into the property 
and is in a very different position from 
that occupied by it seven years ago. 
With a very slight increase in fixed 
charges, it has gradually increased its 
appropriations to maintenance of way 
and equipment and although conducting 
transportation and general expenses 
have increased $1,000 per mile in the 
past five years, net earnings have in- 
creased $500 per mile. As a matter of 
fact, the company’s combined bond and 
stock obligations are $2,500 per mile 
less than they were in 1909, showing the 
effect of careful expenditures and mas- 
terful financing. 

Having built up the credit and physi- 
cal condition of the road, it is interest- 
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ing to study the possibilities in the com- 
mon stock, on which an average of over 
2% has been earned for the past 
five years. Selling at 17, a level once 
occupied by Union Pacific, Atchison and 
other high-grade stocks, it offers an ex- 
cellent low-priced speculative medium by 
itself. 

A good way for an investor to derive 
benefit from a recovery in prices of both 
these stocks—Southern Railway com- 
mon and preferred—would be for him 
to buy one share of common in com- 
bination with one share of preferred. 
The combined cost would be 84%, and 
the dividend on the preferred being 5%, 
the yield on this purchase would be 
about 6%. Should Southern Railway 
preferred recover to 84% (it sold at 103 
as a 5% dividend payer in 1906) it 
could be disposed of and the common 
stock, which would then cost nothing, 
could be held until the property came 
into its full development, or until a 
satisfactory price was secured. 

This same method could be followed 
in Seaboard Air Line, one share of each 
Four per cent. 


costing a total of 62. 
dividends on the preferred would yield 
6.5%, and it would be quite rea- 
sonable to suppose that in good times 


this preferred would recover fifteen 
points. There is another feature in con- 
nection with Seaboard Air Line pre- 
ferred, which makes it desirable for a 
long pull. This lies in a clause which 
provides that 2% additional shall 
be paid on the preferred after 4% 
is paid on the common. Hence, if the 
junior shares are once established on a 
4% basis, there is a possibility that 
Seaboard preferred eventually may be- 
come a 6% dividend payer. 

Summing up the possibilities in these 
Southern stocks, it would seem that At- 
lantic Coast Line and Louisville & Nash- 
ville offer the safest high-grade invest- 
ments, while Illinois Central is not 
especially attractive. Seaboard Air Line 
offers the biggest speculative bargain, 
while a combination investment in Sea- 
board and Southern Railway common 
and preferred seems the best way to 
profit by the present opportunities. 

It is almost too early to judge the 
effect of the war on the cotton planters 
of the South. The chief difficulty lies 


in their ability to market their prod- 
ucts. No doubt a way will be found. 


OTHER SYSTEMS 

Baltimore & Ohio, 
although a 6% stock, sold at 72 
on July 30, with 3% to come off 
August 1. At that price it would net 
nearly 9%—a yield which furnishes 
much ground for caution. Not only 
did B. & O. fail to earn its dividend, 
but it faces a serious loss, perhaps 
ten or twelve million dollars, on its ad- 
vances to C. H. & D., which is now in 
receivership. While strong in other 
assets, such as a $20,000,000 unpledged 
equity in Reading, etc., its future divi- 
dend rate is dependent upon the course 
of business. It is possible for B. & O. 
to earn 7% or 8% in the coming year 
and to recover its former standing and 
price, but there are too many doubts 
to make the stock anything but a 
highly speculative purchase. 


Chesapeake & Ohio 
is in a different position but containing 
the same element of uncertainty as to fu- 
ture dividend. At 41% it would net 
934% were its 4% dividends continued, 
which does not seem likely. 


Norfolk & Western, 

a subsidiary of the Pennsylvania, is in 
the strongest position of any bituminous 
road. In the past dozen years it has put 
back into additions and betterments 
$85,000,000, or enough to newly build 
a large railroad. Thirty per cent. of this 
amount has come from income. While 
gross earnings per mile have increased 
nearly 50% in the last several years, 
fixed charges per mile are less. 
This is one of the strongest properties 
in the country, ranking next to Penn- 
sylvania as a 6% dividend payer, 
judging by the price at which it sells. 
Any road which can show $1.20 surplus 
for every dollar paid in dividends is 
worthy of high rank in the opinion of 
conservative investors. 

There is a chance that Norfolk & 
Western will some day cease to be a mi- 
nority stock. Pennsylvania’s holdings 
may be sold in the near future. Just 
what effect this would have on the stock 
depends upon market conditions and the 
methods employed in its disposal. 
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Pennsylvania, 

the premier investment of America, 
comes through a bad year with 1% 
earned over dividend requirements. 
Considering the extent of the depression 
in its territory, this is doing very well, 
and there is nothing to justify any 
change in dividend rate. Some of its 
subsidiaries benefit considerably by the 
advance rate decision, and as business 
conditions, especially in the steel indus- 
try, show signs of reviving, we may ex- 

an improvement in the 1915 year. 
At 105 it is close to the lowest in nearly 
two decades, its usual range being from 
120 to 140. 


New York Central 


sold at 77 and closed at 80 on July 30. 
Seems like an example of a fallen idol, 
this being the lowest figure touched in 
over 20 years. Heavy expenditures for 
terminals and other permanent improve- 
ments have resulted in large emissions 
of new stock and consequent lessening 
of percentage earned thereon, so that in 
this bari year earnings are running at 
the rate of only 3% per annum. 

New York Central should recover along 
with the rest when the tide of prosperity 
sets in, but its most promising develop- 
ment, if it can be accomplished, would 
be a consolidation with the Lake Shore 
and Michigan Central. Not only do 
these properties earn a large surplus, 
but the award of the Interstate Com- 
merce Commission benefits them to an 
important degree: Lake Shore 244% 
and Michigan Central 5%, all of 
which would come in very handy 
to the languishing treasury of New York 
Central. This proposition has been en- 
preg by the minority stockholders of 

e Shore and will not be decided by 
the courts for an indefinite time. Fail- 
ure to effect this consolidation would 
leave New York Central's dividend rate 
in the very doubtful class. There is of 
course the likelihood of a strong recov- 
- from the record lew levels, and this 
affords the principal incentive to pur- 
chasers. 

Erie 
is struggling along with the enormous 
debt and capital issues saddled upon it 
by Hon. Jay Gould. While the property 
is in better physical condition and its 
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facilities more complete than at any time 
in its history, it has not yet felt the full 
benefit of recent improvements, includ- 
ing double tracking of its lines to Chi- 
cago, reduction of grades, enlargement 
of terminals, etc. In its 1913 year, Erie 
showed symptoms of great promise to 
its senior stock issues. Then came the 
bad business year, in which earnings fell 
off heavily. There is much to be said 
about Erie—probably more than could 
be written about any other road in the 
country, but the simple facts are that it 
has not yet emerged from the highly 
speculative class, this being particularly 
true of its common stock. The first pre- 
ferred, according to recent quotations, is 
at 32, a figure often exceeded by the 
common stock. The latter issue, selling 
around 20, is apparently better sustained 
by the presence of a short interest and 
possibly by accumulation purchases for 
important interests. 

When Mr. Harriman died he was a 
very large holder of Erie common, and 
so far as we are able to learn, his stock 
was afterwards syndicated with other 
large blocks held by First National Bank 
interests. These combined holdings are 
evidently laid away with a view to the 
future development of Erie, which, by 
the way, is in far better shape than was 
Reading twenty years ago. The same 
policy of building up the property is be- 
ing pursued as in the case of Reading, 
and as the guiding hands are almost 
identical, we may reasonably expect to 
see Erie come into better repute during 
the years to come. Not only is the road’s 
credit higher, but it is developing great 
operating efficiency. And if able to suc- 
cessfully meet its short term obligations 
which fall due in October and April 
next, we may expect some very satis- 
factory results during the next few 
years. The purchase of either the first 
preferred, second preferred or common 
must, however, still be classed as a strict- 
ly speculative proposition. 


Chicago Great Western 


was one of the few roads to make a sat- 
isfactory showing during the past fiscal 
year. The interesting feature regard- 
ing it is the fact that preferred dividends 
become cumulative from July | this year. 
Recent earnings have been at the rate 





HOW TO TAKE ADVANTAGE OF RECENT LOW PRICES. 413 


of 2% on this preferred issue with 
rather a promising outlook. ‘The 
speculative feature predominates with 
nothing more tangible in the way of div- 
idends than rumors of a guarantee by 
some other road. 

Canadian Pacific 
stockholders, if we are to accept ihe 
opinion of Sir Thomas Shaughnessy, 
were “in just as good a position when 
the stock sold at 195 as they were when 
the price was 283.” Whether this would 
apply to the recent low figure of 156 
has not yet been disclosed, but these 39 
points have been knocked off the price 
largely as a result of foreign liquidation 
and there is no evidence of shrunken 
values or decreased earning power. In 
the 1907 panic Canadian Pacific, then a 
7% stock, sold at 138. On this basis, as 
a 10% issue, the low point for this year 
would be theoretically 197. Earning 
154% in a year of “depressed” busi- 
ness conditions in Canada, the com- 
pany is showing a larger surplus over 
dividend requirements than almost any 
American road. Notwithstanding an 
increase in capital stock from $202,- 
000,000 in 1909 to $337,000,000 in 1913, 
earnings have ranged from 16% to 
194%4% on this large volume of stock 
during the four years ending June, 
1913. Ata price of 157, Canadian Pa- 
cific’s 10% dividends (with occasional 
valuable rights), net the investor 6.4% 
and must be accounted an opportunity 
for both speculator and investor. 


Minneapolis, St. Paul & Sault Ste. Marie, 


one of Canadian Pacific’s American 
subsidiaries, looks attractive at 105. 
This 7% dividend payer made a low 
price of 102 on July 30, the record since 
1908, when it was a 5% stock. Mean- 
while earnings have ranged as high as 
15% and generally average well above 
dividend requirements. 


Kansas City Southern 
_ Speaking in a physical sense, this road 
Is One of the straightest in the country. 
One of our financial wiseacres has said 
that the railroad of the future would be 
a bee line. If that is so, Kansas City 
Southern comes nearer to this ideal than 
any other. A very remarkable feature 
is an almost complete absence of branch 


lines and, for that matter, close competi- 
tors; for all the other roads operating in 
its territory wind back and forth toward 
the Gulf, while Kansas City Southern 
goes absolutely direct. Whatever Mr. 
Stillwell’s critics may say of him, he 
showed evidence of a long head when he 
conceived this enterprise. Some inter- 
esting facts about Kansas City Southern 
are found in the statistics showing the 
industrial, commercial and agricultural 
development during recent years. The 
road draws traffic from a zone at least 
thirty miles in width, but these statistics 
have been compiled to cover only five 
miles on each side of its line. The fig- 
ures show that the expenditures for such 
development were as follows: 
1901 to 1905 increase ..............$10,070,725 
1906 to 1910 average .... 30,564,889 
70,716,627 
80,271,831 
90,816,527 
Over half this was expended during 
the last year on factory, mill, lumber, 
mining, petroleum, railway and naviga- 
tion enterprises. Kansas City Southern 
territory includes eleven or twelve mil- 
lion acres of idle land adaptable to agri- 
cultural purposes. And although four- 
teen hundred new farms were opened 
during 1913 within the ten-mile zone, 
there is a vast territory undeveloped, or 
covered with marketable timber. The 
road has just closed the best year in its 
history, gross earnings per mile having 
doubled in the past ten years. Margin 
of safety over fixed charges has run as 
high as 64% during this period, and 
averages 46%. Maintenance charges 
are liberal and the company is not 
burdened with short term obligations. 
In fact, Kansas City Southern is one 
of the cleanest little railroad proposi- 
tions in this country. When the Pana- 
ma canal is in full swing, it may be ex- 
pected to yield very satisfactory results 
to its holders. The usual objection to a 
low-priced stock, viz., fear of receiver- 
ship, is not present in this case. The 
preferred stock is an eStablished 4% 
dividend payer, having disbursed that 
rate since 1907. It is non-cumula- 
tive—another good feature. 
An excellent way to benefit by the 
probable future development of this 
company would be to buy the preferred 
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and common in combination. One share 
of each can be had at 50 and 20, respec- 
tively, and at this net price of 70, the 
4% dividends on the preferred would 
yield about 534%. This gets over the 
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ordinary objection to carrying a non- 
dividend paying stock and gives the 
holder every advantage which may ac- 
crue to a road operating in such a 
promising territory. 








VIilI—The War's Effect on Industrials 








| our November, 1913, issue the writer 

began a series, the object of which 
was to show what kind of a stock af- 
forded the greatest advantages over other 
kinds. This series was very largely de- 
voted to industrials, for the railroad sit- 
uation was somewhat different from that 
of today, both on account of the Rate 
Decision uncertainty and the market 
prices for this class of stocks. 

It would be well for readers to look 
over this series carefully as it summarized 
the position of the leading classes of in- 
dustrial stocks at that time. Now, of 
course, we must modify our views as a 
result of the great European war, al- 
though at this stage of the conflict very 
little that is positive can be presented. 
With several million men in the field, the 
countries engaged in the struggle will 
not consume as large amounts of certain 
materials and commodities, while their 
consumption of others will be even 
greater than in times of peace. 

The New York Evening Mail has com- 
piled a table giving the approximate 
values of American exports to countries 
at war or likely to be involved. This 
covers a period of 11 months ending 
May, 1914; also the percentage of total 
exports of the United States to all coun- 
tries during that same period. 


Exports to Countries at War. 


Value 
eleven mos. 
Agricultural implements . $15,000,000 
eat 000, 
Wheat flour * 18,000,000 
Automobiles 
Copper, bars, ingots, etc. 


Per 
cent. 


Twine, binder 
Fish, canned 
Fruits, dried and green.. 


Bs 
S858 


Metal working machinery 
Sewing machines 
Typewriters 

Leather, tanned 
Leather, uppers, tanned* 1 
Shoes ° 
Meat products 

Lard 

Naval stores 

Oil cakes and linseed... 
Oils, crude 

Oils, refined 

Oils, illuminating 
Moving picture films.... 
Tobacco, unmanufac ... 
Timber 

Lumber 


Ss 
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382555 
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$388 
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Imports from Countries at War. 
Per 
cent. 


Values. _ total. 


Art wotks 

Macaroni 

EN EES 
Clothes, manufactured... 
Laces 
ere eer rer 
China and earthenware.. 
Linens 

Furs, skinned and dressed 
Hides, raw 

Cotton 

India rubber 

Gloves 

Cheese 

Olive oil 

Precious stones, cut and 


Bee 
33 
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- 
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Silks, manufactured 
Laces and embroideries. 


oo 
N 
wn 
S 
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Wool, manufactured 
Wool, clothes 
Wool, dress goods 
We have starred the items for which 
the demand would probably increase as a 
result of the war, but it will be noticed 
that the largest, including cotton and cop- 
per, will probably suffer a considerable 
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shrinkage in export value. For some 
reason or other steel is not included in 
this list. Exports of the United States 
Steel Corporation form a very ‘heavy 
total in normal times, but these have 
shown a material lessening since the tariff 
went into effect and low prices for iron 
and steel prevailed in foreign markets. 
Large exports of grain at the high 
prices which will doubtless last through- 
out the war, will help our farming and 
manufacturing communities, but it will 
not directly aid any of the big industrials 
listed on the New York Stock Exchange. 
A great demand for meat products would 
be reflected in the stocks of the big pack- 
ing companies such as Swift & Company. 
Large foreign purchases of leather and 
shoes would help U. S. Leather, Ameri- 
can Hide & Leather, but there are some 
offsetting features. The tobacco mar- 


ket might be stimulated if the foreign 
government supplied their soldiers with 
that luxury. 

With the above exceptions, the other 
exports mentioned are likely to suffer and 
the prices of some industrial stocks, 


which as a class have not declined as 
much as the railroad stocks, might further 
reflect the foreign disturbance. 

There is more than a mere possibility, 
however, that American industries gen- 
erally will benefit in many ways which 
are not entirely obvious at present. 
Others will suffer in ways that may not 
be apparent just now. The most promis- 
ing development is the movement in 
which our government has taken a hand, 
in an effort to stimulate foreign trade 
by straightening out the foreign ex- 
change market and providing ships nec- 
essary to carry our commodities to 
foreign countries and furnishing war in- 
surance to ships under American registry. 
_ So far as we are able to ascertain, the 
immediate effect on a number of leading 
industries will be as follows: 


Steel. 


While the outlook at the moment is 
full of uncertainties, the steel trade is in 
better shape than at any time this year. 
The European war has eliminated active 
competition from England, Germany and 

elgium, and American producers find 
that they can raise prices without bring- 
ing in a flood of foreign steel. The im- 


portance of higher prices is shown in the 
fact that $2 per ton increase means from 
$15,000,000 to $20,000,000 applicable to 
dividends on U. S. Steel common. If, on 
top of this advantage, the foreign plants 
are so damaged or destroyed, it may be 
a long while before these foreign coun- 
tries come into the market again, even if 
war should only last a few months. 
Meanwhile, American producers will 
capture the markets formerly exploited 
by European makers, and in this way the 
advantage to our steel mills will be per- 
manent, —— 

In our article in the December, 1913, 
issue, we presented a graphic and table 
showing the relative production of all the 
principal countries in the world. While 
a large percentage of our output was 
marketed in Europe, before the tariff was 
lowered, and while we have lost a great 
deal of such business during the foreign 
depression and low prices in the steel in- 
dustry, there is an exceilent chance that 
much of this trade will be recovered. 

The Steel Corporation’s big profits in 
the future will come from a large output 
and small profit rather than a big margin 
of profit on a small output. The corpora- 
tion has fully prepared for this situation 
by bringing up its capacity to around 
18,000,000 tons per annum. The impor- 
tance of these figures will be shown by 
comparing with the highest output yet 
recorded in any one year, which was 
12,500,000 tons in 1912. While the out- 
look is clouded, it is not dark by any 
means. Steel is not contraband. It can 
be shipped with little risk of seizure. 
There is a very excellent chance that de- 
velopments in the immediate future will 
enable U. S. Steel common to continue 
its 5 per cent. dividend. Accordingly, 
the stock should be a good speculative 
purchase. Remember, however, that we 
cannot be held accountable for changes 
in the situation which might require a 
modification of this view. 

Of the smaller steel companies, Bethle- 
hem is undoubtedly in the firmest posi- 
tion, by reason of its leaning toward the 
specialty side of the steel business. Such 
products as armor plate and the other 
forms of steel featured by Bethlehem, 
yield a maximum profit. Mr. Schwab 
has secured a large deposit of iron ore 
in South America which can be laid down 
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in Bethlehem at $1 per ton less than it 
can be brought from Minnesota. This 
company has also been successful in the 
past in securing from foreign govern- 
ments large orders for plate and other 
material, and the chances are that after 
the war there will be a great replacement 
demand for these products. Bethlehem 
preferred, now paying 5 per cent., and 
entitled to 7 per cent., shows up very well 
among these Steel stocks as it earned 
seven times its dividend in 1913. If 
bought in combination with the common, 
one share of each would cost $101, and 
the 5 per cent. preferred dividend would 
yield about 5 per cent. on this cost. 

Republic Iron & Steel has been noted 
in the past for its rapid recuperative 
powers, and we have no doubt that a little 
of this common and preferred, bought in 
a similar way, can be put away with ex- 
cellent prospects for a long pull. 


Copper. 

Germany and Austria, although not 
large producers themselves, consume 
about one-third of the world’s supply of 
copper. As this demand will be shut off, 
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assuming of course that Germany’s ship- 
ping facilities will be paralyzed, the large 
producers have already taken steps to 
curtail their production. This will 
greatly reduce earnings as shown by the 
accompanying table, compiled by the 
Boston News Bureau. These earnings 
take into account the reduced production 
with copper at 12% cents per pound. 
Share earn- Present 

ingson Annual 

"aie. Dividend 

Copper. 
Amalgamated .......... 
Anaconda 


wk 


*North Butte 

Old Dominion 
Phelps Dodge 

Ray Consolidated 
Shattuck 

Tennessee 

Utah Copper 
*Closed temporarily. 


It appears that Utah Copper is the 
only one which, under these circum- 


_ 
BONE ALNKNAWMH 
w 





PerCert LessThanDividend 
2 30 4 3% 6 


Uriah Copper 

Ray Consolidated 
Osceola 

Chino 

Granby Cons. 
North Butte 
ShattuckAriz. 
Galumet &Hecla 
Tennessee Copper 
UtahCons. 
Calumet dAriz. 
Phelps-Dodge 
NevadaCons. 

Old Dominion 
Greene-Cananea 
Miami 

Anaconda 
Amalgamated 








GEE 19+ Copper Metal 
GEES 12+ Copper Metal 
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stances, can earn present dividends. 
Others will undoubtedly be forced to re- 
duce disbursements if the war should 
continue for several months, but the point 
is that these extraordinary war influences 
have brought copper stocks down to a 
level where they are extremely attractive 
if bought and put away pending the re- 
turn of normal times. The chart shows 
the strongest companies in this respect: 
Utah, Ray, Chino, Shattuck, Utah Con- 
solidated and Calumet & Arizona, earn 
the largest percentage of their recent 
dividends with copper metal at 12 cents. 
On the other hand, Amalgamated and 
Anaconda are the weakest of the lot 
owing to the high cost of their produc- 
tion and enormous capitalization upon 
which they are obliged to pay dividends. 

American Smelting & Refining finds 
itself in better shape by reason of the 
entry of Carranza into the city of Mexico. 
This company has always been favored 
by the Constitutionalists. Its Mexican 
properties consist of 5 large smelters, 26 
producing mines, and 9 others, together 
with 4 lines of railway, warehouses, 
storage plants, etc. From one-quarter to 
one-third of the American Smelting Com- 
pany’s earnings are derived from its 
Mexican properties, so that if the pacifica- 
tion of Mexico becomes permanent, and 
its government established on a sound 
basis, we may expect larger net earnings 
for this company from this time forward. 
At 52 it is selling at the lowest price in 
several years, earnings having averaged 
about 8 per cent. for the past five years, 
or double dividend requirements at the 
present rate. 

Sears-Roebuck is one of the com- 


panies which should not be affected by 


the foreign war, as it does no foreign 
business to speak of. Earnings for seven 
months amount to $54,227,129, an in- 
crease of $2,968,047, a new high record. 
Earnings are running well over 20 per 
cent., a rate exceeded by few listed in- 
dustrial corporation shares. In our April, 
1914, number we predicted that this com- 
pany would probably cut a very generous 
melon in the next few years. At the end 
of the 1914 fiscal year its undivided 
profits should total not far from $25,- 
000,000, or equal to $63 per share. 
American Can will probably find its 
business greatly stimulated by the war. 


This company makes nearly 50,000 dif- 
ferent kinds of containers, and it is ex- 
pected that there will be an enormous 
demand for canned meat, vegetables, etc., 
to supply armies in the field. The doubt- 
ful quantity lies in the advance in the 
price of tin, high cost of which may 
modify the demand somewhat, but as 
the necessities of the great foreign 
armies will be irresistible, they will no 
doubt pay the price, and the company 
will find a way to realize a substantial 
profit. The American Can Co. is better 
supplied with tin than any other Ameri- 
can corporation. Before the recent un- 
pleasantness broke out the company was 
earning about 6 per cent. on its common 
stock. 

Fertilizer Companies. While it is 
true that Germany controls the only 
availabie potash in the world, this com- 
modity is not contraband, and it is largely 
a question of getting ships under neutral 
flags to bring it to this country. Our 
fertilizer companies have made their 
product without potash, and claim that 
they can again do so and make money. 
In view of these facts, the stock of the 
Aasanicttl Agricultural Chemical Com- 
pany, paying 4 per cent. and selling at 

0, seems an attractive speculative pur- 

chase. Virginia Chemical at 21, with 
estimated earnings of 3% per cent. for 
the year just closed, also contains specu- 
lative possibilities. 

Leather. This trade is more or less 
paralyzed, regardless of the fact that mil- 
lions of men in the field will wear out 
great quantities of shoes. The chief dif- 
ficulty is in obtaining ships in which the 
supply of hides may be carried to this 
country. We import over $100,000,000 
worth of hides and skins, largely used in 
the manufacture of shoes, and many of 
these come from Russia, Germany and 
France. Hence people in the leather in- 
dustry do not know where they stand, 
and it would be impossible to form any 
accurate opinion of the probable future 
course of Central Leather and American 
Hide & Leather stocks. 

Electric Manufacturing Companies, 
such as General Electric and Westing- 
house, while temporarily tied up, rather 
expect an increase in their export busi- 
ness. The General Electric does about 
$12,000,000 in this line, much of the 
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product going to South America, Africa 
and the Far East. Germany is a com- 
petitor, hence American countries and 
Americar companies are likely to capture 
a very fair portion of Germany’s foreign 
trade in the electrical line. The handicap 
is the cessation of capital flowing into 
new enterprises both here and abroad. 
Hence the future is rather uncertain. 

Rubber has advanced 15 to 25 per 
cent. owing to the breakdown of inter- 
national exchange and a small supply of 
crude rubber on hand. Importers are 
suffering from loss of shipping facilities 
and it is probable that all prices of rubber 
goods, from automobile tires to rubber 
bands, will be increased. While a large 
part of this product comes from Brazil, 
the greater portion is imported from the 
Far East, and there must be a great im- 
provement in shipping conditions if 
profits are to be maintained at last year’s 
level. Some of the tire companies have 
already advanced prices as much as 20 
per cent., which of course would tend to 
restrict the demand. Future earnings of 
U. S. Rubber will present rather a 
problem. 

General Motors, which still heads 
the industrial section of our Bargain 
Indicator, notwithstanding its 40 point 
decline, might lose 10 per cent. of its 
European trade on account of the war, 
but the company expects a growing de- 
mand from European nations for cars to 
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be used by the military. Earning over 
$90,000,000 gross for the past fiscal year, 
General Motors has placed itself in a 
very strong position. Earnings applicable 
to the common stock should be in the 
neighborhood of $8,000,000 or about 50 
per cent. on that issue. In other words, 
General Motors is earning $50 for every 
$59 worth of stock at the market price. 
The one doubtful feature is: How long 
will the present automobile craze last? 
Will not people grow tired of the heavy 
expense entailed in maintaining a car, 
and in the great shrinkage in value be- 
tween a new and a used car? 





SUGAR STOCKS. 


American Sugar Refining and Ameri- 
can Beet Sugar have been two of the few 
issues which are likely to receive great 
benefit from foreign conditions. 

Moody’s Manual Co., says: 

“American Beet Sugar’s earnings de- 
pend very largely upon the price of 
granulated sugar, which in the past has 
been largely governed by the size of the 
Cuban sugar crop. The outbreak of the 
war has sent the price of sugar up so that 
it has already reached record figures for 
recent years, due, of course, to the pos- 
sible cutting down of the European beet 
sugar crop because of the war. If these 
high prices continue through the selling 
season this fall, the result for the Ameri- 





INDUSTRIAL, PUBLIC UTILITY AND OTHER STOCKS WHICH WILL 
PROBABLY NOT BE DIRECTLY AFFECTED BY THE EUROPEAN WAR. 


Mining 
Alaska Gold. 
Mail Order 
Sears-Roebuck. 
Telephone 
American Tel. & Tel. 
Pacific Tel. & Tel. 
Chain Stores 
Woolworth. 
United Cigars. 
May Department Stores. 
Riker-Hegeman. 
Equipment 
American Car & Foundry. 
American Locomotive. 


Baldwin Locomotive. 
New York Air Brake. 
Pullman. 
Pressed Steel Car. 

Public Utilities 
Consolidated Gas. 
Peoples Gas. 
Brooklyn Rapid Transit. 
Interborough-Metropolitan. 
Third Avenue. 
Twin City. 
Laclede Gas. 
North American. 
Montana Power. 


Industrials 
American Ice. 
National Biscuit. 
Loose Wiles. 
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can Beet Sugar Co. may be judged from 
the fact that the advance of two cents 
per pound since the outbreak of the war, 
will amount to approximately 24 per cent. 
on the common stock. Added to the 
probable earnings under normal condi- 
tions, this means that if sugar continues 
to sell around present levels for the next 
six months, the company will earn for 
the current fiscal year between 25 per 
cent. and 30 per cent. on the common 
stock, which closed in the market around 
$19 per share.* Whether or not the 
price of sugar continues around 7 
cents, it is highly improbable that it will 
fall back to what would have been its 
price under normal conditions, and the 
company is practically certain to be a 
considerable gainer through the war, even 
if the above estimates should not be 
reached. 


*Aug. 17 a bid of 28 was reported. 


DISTRIBUTION OF RISK 


i making selections of railroads and 

industrials it is well to consider the 
distribution of risk. That is to say, it 
would not be wise to put all of your 
money into stocks subject to a certain set 
of conditions. The coal roads, for ex- 
ample, have their advantages, but no 
shrewd investor would think of tying up 
everything in Reading, Lehigh Valley, 
Erie, Ontario, etc., as some development 
affecting these properties might cause a 
shrinkage in all of them at once. It is 
very much better, therefore, to make a 
selection which will include various kinds 
of stocks and to distribute the risk, geo- 
graphically and with regard to the kind of 
business, by buying stocks of companies 
operating in widely separated portions of 
the country, and engaged in different 
lines. 


Note: We wish to again remind readers that the above conclusions are 


drawn from the facts now in hand and that the present conditions are liable 
to be changed to a very marked degree one way or another. In the industrial, 
more than the railroad world, this factor must be taken into account, and all 
such stocks, however stable earning power they may have possessed hereto- 
fore, may be seriously depressed or stimulated by European developments. 








HE market moves on the facts as far ahead as the best informed people 

in Wall Street can see. It may easily be months before such informa- 

tion becomes general, and indeed the professionals never trade on infor- 
mation when once it has become common property. 





Cash Investment of the Railways During Six Years 


DURING the six fiscal years 1908 to 1913, inclusive, the steam railways of 

the United States of Class I invested in their road and equipment cash 
to the amount of $4,010,385,303. Railways of Class I, so designated by the 
Interstate Commerce Commission, are those with annual operating revenues 
of over $1,000,000. They include about 90 per cent. of the mileage, receive 
more than 96 per cent. of the revenues, and handle more than 98 per cent. 
of the traffic. 

This cash investment of the operating railways of Class I of the Eastern 
District during the six years was greater than the amount of capital securities 
issued by them during this period, and was 19.9 per cent. of the aggregate of 
their capital securities outstanding June 30, 1913; of the railways of the same 
class of the Southern District it was 21.1 per cent., and of the railways of the 
same class of the Western District it was 23.2 per cent. of the aggregate of their 
capital securities outstanding June 30, 1913. That is, the cash actually expended 
by these railways during the last six years upon their properties used in trans- 
portation amounts to more than one-fifth of their total capitalization at the close 
of the last fiscal year. This is at the rate of $668,397,551 per year. 










| Cotton’s Big Problems 


Tremendous Difficulties Raised by the Situation Abroad 
By ARTHUR FRISBY 
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For nearly a decade the South has 
contented itself with the hope and 
belief that the era of 8 cent cotton had 
gone forever. It is true that during the 
big crop year of 1911 prices slumped to 
the basis of 834 cents, but the depression 
was brief and before six months had 
passed there had been a recovery of 3 
cents per pound. 

The idea that the day of low-priced 
cotton was a thing of the past was based 
on the theory that with normal trade 
conditions and the increasing uses to 
which cotton is put, the American cotton 
crop could never furnish more than a 
temporary surplus, and spinners would 
take advantage of temporary depressions 
to lay in reserves against the season’s 
scarcity. 

These conclusions, however, were 
based on normal conditions, or at their 
worst took into consideration only lim- 
ited sub-normal periods. No allowance 
was made for Armageddon—the world’s 
greatest war. It would have been in- 
stantly admitted that a conflict such as 
the one in which Europe is nom em- 
broiled would have a paralyzing effect 
upon the commerce and industry of the 
world. But the South, showing only an 
academic interest in the world’s politics, 
would about as soon have expected the 
sun to fall out of the solar system as to 
have taken an upheaval of the present 
proportions into its calculations. 

So once more the South is confronted 
with the grim spectre of 8 cent cotton. 
The price may not reach that level, but 
it may go even lower. The situation is 
so complicated that forecasts are useless. 

Three great problems and innumerable 
smaller ones must be settled before even 
an inkling can be obtained as to ultimate 
results. In the first place, some financial 
plan must be formulated to fortify the 
South against a panicky impulse to mar- 
ket its crop regardless of price. Ameri- 





can spinners are not going to be anxious 
buyers early in the season when they can 
foresee lower prices for raw material. 
The American manufacturers have been 
paying high prices for raw cotton and 
have sold their goods at a loss in the last 


year. They are not philanthropists. 
They know that export demand will be 
reduced to a minimum and that domestic 
buying will furnish the chief buying 
power. The South knows this, too, and 
unless it is able to hold its cotton, an 
avalanche of offerings might swamp 
prospective purchasers. 

Therefore, the South is interested in 
suggestions to enable it to hold its cot- 
ton, or at least prevent it from becoming 
an excessive burden on the market. It is 
not believed that any attempt will be 
made at government valorization. It is 
probable, however, that a large block of 
the emergency currency will be sent 
South, and it is also thought that south- 
ern bankers will be urged to lend $40 per 
bale on cotton that has been properly 
warehoused and insured. 

Unfortunately the South has not ware- 
house facilities to take care of more than 
6,000,000 bales of cotton. The storage 
facilities are adequate only for a crop 
that moves rapidly to market. Inasmuch 
as the present crop is likely to prove at 
least 14,000,000 bales, and may reach 15,- 
000,000 bales, the surplus above ware- 
house capacity furnishes an interesting 
problem. 

With the demoralization in foreign ex- 
change, another ticklish question arises— 
as to how the foreigner is to pay for the 
cotton he wants. With a decisive Brit- 
ish naval victory, England would be in a 
position to take probably 3,000,000 bales 
of cotton, against a normal requirement 
of 4,000,000 bales. The normal German 


needs of 1,800,000 bales may be prac- 
—_ eliminated. France, however, may 
ca 


or 500,000 bales, compared with 1,- 


COTTON’S BIG PROBLEMS. 


000,000 bales in ordinary times. In or- 
der to finance these purchases, it may be 
necessary for the importing countries to 
deposit securities of funds in New York 
against which southern shippers may 
draw upon the forwarding of true bills 
of lading. 

Perhaps the most serious problem of 
all in its relation to cotton exports is the 
scarcity of ships. England, France, 
Spain, Italy and Sweden may be willing 
to buy and finance the purchase of cotton, 
but with ocean commerce recuperating 
from the effects of the war and every 
available vessel engaged in transporting 
grain and other food stuffs, cotton nat- 
urally must stand aside for a time. Gal- 
veston, which is the greatest port in the 
South for cotton, probably will not ship 
out 10,000 bales of cotton during Octo- 
ber, simply because the wheat congestion 
at that point must be relieved first. Con- 
sequently if ships are not forthcoming to 
move cotton, the successful outcome of 
the two financial plans above referred to 
may be seriously affected. 

It looks as if European demand for 
about 3,000,000 bales might be eliminated 
for the present season. Just how the 
world is going to get along with a reduc- 
tion in the amount of goods equivalent to 
3,000,000 bales remains to be seen. 
Moreover, the countries that are free to 
buy and manufacture cotton are going to 
have a period of great textile prosperity. 
The record consumption by American 
mills is about 5,800,000 bales. It would 
not be surprising if 7,000,000 bales were 
consumed during the coming year. If 
cotton is cheap, Japan will probably buy 
1,000,000 bales, for these Yankees of the 


Orient are keen to see a bargain and they 
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are in a position to profit by the distress 
of Europe. The record demand from 
Japan was 514,000 bales three years ago. 
If cotton goes below 9 cents the Japanese 
merchants will buy every bale they can 
finance. 

One obstacle to a stable price for cot- 
ton is the closing of the three great cotton 
markets, New York, Liverpool and New 
Orleans. Certain technical conditions 
may keep them closed for some time yet. 
Great straddle operations have been car- 
ried on between Liverpool and New 
York, and in the effort to get contracts 
liquidated, Liverpool has been holding 
back. There has been a reluctance on the 
part of English operators to cover their 
shorts in New York and sell out their 
longs in Liverpool, owing to the belief 
that with cotton pressing on the market 
in this country and the scarcity of sup- 
plies in Great Britain, there might be a 
further decline here, while Liverpool 
would advance. This would be greatly 
to the profit of operators who are short 
in New York and long in Liverpool. 
Thus far it has been impossible to bring 
Liverpool to terms. 

With a crop in excess of 14,000,000 
bales and a restricted buying power, cot- 
ton might go below 8 cents unless the 
government comes strongly to the aid of 
southern banks. If these low prices are 
established, however, the man who buys 
and puts substantial margins behind his 
purchases will make a great deal of 
money. With the restoration of normal 
textile conditions, the world will be 
hungry for cotton goods, and spindles 
and looms will be busy all over the world 
furnishing a supply of fabrics to meet 
the enormous demand. 








Cotton Notes 








7. date of the resumption of business on the Cotton Exchange is indefinite. 
During the period of closure members have been busy closing out contracts 
of customers and ringing out trades with other houses. 
business on July 31 more than 500,000 bales have been closed out and margins to 
the extent of several million dollars have been released. 
One problem that has been bothering the Exchange is the disposition of con- 


Since the suspension of 
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tracts held with the firm of S. H. P. Pell & Co., which suspended on July 31. 

nless some arrangements are made the remaining contracts, reported to be 
80,000 bales, will have to be sold out under cotton exchange rules in practically 
the first two and one-half hours of trading. 


The straddle with Liverpool furnishes a very troublesome problem. Liver- 
pool is short in New York and long in Liverpool. The English operators figure 
that New York will be weak on account of the hedge sales of the South while 
Live 1 will be stronger because of the difficulty of getting cotton to Europe. 
The New York Cotton Exchange officials believe that if Liverpool could be 
induced to close out the straddle, there would be enough buying from this source 
to absorb liquidation of remaining longs, including the Pell contracts. Liverpool, 
however, contends that these straddles are held for continental account and can- 
not be closed out without instructions. New York feels that it is to be pardoned 
for a certain skepticism regarding Liverpool's contention, and quietly takes the 
view that if the straddle were likely to show a loss, Liverpool would be quite 
clamorous over being accorded the right to close the transaction. 


The exigencies of the present war show very clearly that America is not 
independent of German industry and commerce. An ugly situation is promised 
for the coming year when fertilizers are made up for the cotton crop. Germany 
supplies the world with potash and no cotton fertilizer formula is complete with- 
out it. Cotton manufacturers also are facing the problem of the scarcity of dye 
stuffs, as fully 81 per cent. of the dyes imported to this country come from 
Germany, ves | practically every one of the higher grade dyes comes from the 
Kaiser’s realm. American dye manufacturers are working very hard to remedy 
this defect, but it will be six to eight months before the domestic supply could 
equal the demand. 


Japan has been a very heavy buyer of cotton in Texas on the basis of 10 
cents at interior towns. Japan took 514,000 bales three years ago and might take 
a million this year if financial arrangements can be made. 


Although there is a tendency to figure that the price of cotton is not going 
to be affected by a moderate variation in the size of the crop this year, there are 
nevertheless quite a number of preliminary estimates and not a few wagers on 
the various States. One man who wagered $100 on each State in the cotton belt 
that the production this year will exceed that of last year figures that his chances 
are about as follows: North Carolina less than last year, South Carolina more, 
George more, Alabama more, Mississippi more, Tennessee less, Arkansas less, 
Louisiana more, Texas more, and Oklahoma more. On this he would win by a 
margain of four States. Opinions are decidedly at variance regarding Texas. 
One traveling crop expert figures that the maximum for Texas will be 3,500,000 
bales, while some Texas shippers are counting on more than 4,500,000 bales. 











There Is No Hope; Therefore Buy 





PROMINENT member of the New York Stock Exchange had a client 
who was short a big line of Steel which he sold around 67 in May last 
year just before the decline to 50. The client was going abroad, and so he left an 
order with the broker to cover it if it should rally to a certain figure, say 61, or to 
cover at his discretion. 
After touching 50 you remember the stock backed and filled between 50 and 
54 till along in the early part of July, and things were very blue. The broker 
was bearish himself. But to guarantee against a mistake in judgment he went 
to a number of the best informed people in Wall Street and asked their opinion, 
and they were unanimous that the situation was hopeless. 
He then went to one of the leading banking houses, as a court of last resort. 
From their standpoint, too, there was nothing but black despair ahead. 
d so, because he couldn’t get a word of encouragement anywhere, he 
covered the Steel around 53%. 








Why Bonds Should Be Purchased 
Now 


By FREDERICK LOWNHAUPT, Author of ‘‘Investment Bonds," Etc. 








I—Bond Prices at a Very Low Point of a Long Decline 








get the most intelligent view of 
this big question of investing at the 


T° 


proper time and in the proper way one 
must have first a broad view of the whole 


bond market and its movements. This 
involves a survey of the changes in the 
level of obnd prices over a stretch of 
years and what brought about those 
changes. These are what might be called 
the fundamental reasons for the move- 
ments in bond prices. They are not the 
only ones, however. There are also spe- 
cial and particular reasons why changes 
occur in the average price level of groups 
of bonds, but these latter are more or less 
temporary. 

Momentary and special circumstances 
have their effect on bond prices as a 
whole and also on the price changes of 
individual bonds. So it is necessary to 
use a group of securities to trace these 
changes. It sometimes occurs that sev- 
eral railroad bonds or several industrial 
bonds are affected by conditions that are 
not likely to last long. If we should take 
their prices as an indication of the trend 
of the whole market we would be quite 
apt to misjudge the situation. 

The course of the bond market, there- 
fore, is properly determined by taking an 


average price of a large group, over all 
of which no particular influence has 
spread at any one time. General and 
fundamental influences can of course af- 
fect the whole list at one time, but they 
work on different bonds in varying de- 
grees. For instance, a change of one 
point in the average price of a group of 
bonds may mean only half a point in some 
very high-grade issue and possibly three 
points in medium or lower grade secur- 
ity. 

What has been the trend of bond prices 
over the past ten or a dozen years and to 
what have the various movements in the 
trend been attributable? 

Let us begin back just a little further— 
at 1900. One of the largest investment 
distributing firms has kept record of the 
movement of thirty representative rail- 
road bonds by months for the past four- 
teen years. This shows that the price 
rose constantly with slight interruptions 
from the beginning of 1900 to almost the 
middle of 1902. Those were the years 
when the great industrial combinations 
were put together and money was very 
plentiful. Then came the depression and 
half-panic of 1903, and down they went 
eight points after having risen six points. 
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Movement of average price of bonds over ten years. 


Then at about the middle of 1903 the 
start upward was made again, and this 
time about six points again was put on 
the average price. 

Business then was humming and money 
went into enterprises and away from se- 
curities, which declined in price until well 
into 1907, when the panic started and 
bonds sank further and further until they 
had gone some nine points lower than 
in 1 Then they started upward 
again, and in less than eighteen months 
they rose nearly twelve points. Since 
then, that is early in 1909, the decline has 
been steady with almost no interruption, 
the climax coming late in July in the clos- 
ing days of trading on the Exchange 
when the averages finished up the 
month’s tumble of more than three points. 

Severe declines in the speculative and 
semi-investment issues included in a 
monthly compilation by the Wall Street 
Journal, carried the average price for 
that whole group to a lower level than 
had been recorded at the close of any 
month since their compilation was start- 
-  edin 1906. It was pointed out, however, 

, that a margin of two points remained be- 


tween that level and the lowest touched 
by those bonds during the month of No- 
vember, 1907, when the worst panic 
prices were produced. The movement of 
these prices is shown in the accompany- 
ing chart. 

Two years or more ago, and many 
times since, bond men, studying these 
long movements in the averages, felt that 
the downward swing of the cycle had 
about culminated and that the next up- 
ward move would soon be in progress. 
But, apparently, precedent does not count 
in the bond market any more than in the 
stock market. What has happened in the 
movement in bond averages over the past 
twelve years to make it a vital study for 
the far-seeing investor is just this: The 
average moved in swings of slightly less 
than two years each way between 1899 
and the early part of 1909, and then start- 
ed on its dreary and heartbreaking slide 
downward of full five years. 

The investor who buys now is going 
into the market at the low point of a very 
long decline, which, according to all right 
investment principles, is the psychological 
time. 





WHY BONDS SHOULD BE PURCHASED 


NOW. 








II—Fundamental Reasons for Buying Now 








One—Position of United States Very 
Sound 


HERE is no better reason than this 
for looking upon the bond market 
as standing upon a basis so solid and bul- 
warked against shock that well scattered 
and selected purchases may be made with 
conservatism. We have been saying this 
for some time, but we reiterate it with 
stronger emphasis in the light of what 
has been happening over the past few 
weeks. 

Big changes in the security markets 
come about for the same reasons as in 
the money market, only they are the sec- 
ond effect rather than the first. Big 
changes in the money market occur gen- 
erally as the result of great and long- 
continued speed in the commercial world. 
Things get going too far and too fast 
and then comes a collapse accompanied 
by depressions in security prices. Then 
there comes about a condition said to be 
a period of liquidation. The froth is 
blown off of things and the artificial or 
unduly high prices of securities are 
a gy to what is regarded as a normal 

sis. 

Just such a period of liquidation is 
what the past five years have been desig- 
nated and upon that theory the bond men 
believe and the economists say that we 
now have a position that is fundamentally 
sound. 

Starting with a sound basis, which is 
certainly the situation now, and which 
will be better proven in our next “rea- 
son,” there is existing what every in- 
vestor certainly should feel satisfied about 
—the basic conditions upon which a bet- 
terment may be expected. 

The decline in securities—both stocks 
and bonds—down to their present level, 
the excellent position of our whole finan- 
cial structure, and our industrial position 
and general prospects, are foundation 
Stones upon which investments in bonds 
may be made now with broad confidence. 
In times like these less attention need be 
paid to some of the statistical considera- 
tions than if prices were on a higher level. 


Two—The United States to Supply the 
World 


This reads like a big order, but it is, 
nevertheless, a fair statement of just 
what is to be our position over the next 
few months. Everything is topsy-turvy, 
but when the straightening out process 
starts in there will develop a tremendous 
demand in all lines that should amount to 
a boom. At the moment the disordered 
condition of Europe has stopped incal- 
culable amounts of business that the na- 
tions abroad enjoy in ordinary times, and 
it has so disrupted their whole financial 
and business position that no one can 
tell when the snarl will be completely un- 
tangled. Such a disarrangement of busi- 
ness as has occurred will take European 
nations a long time to repair, and untold 
amounts of money, which would ordi- 
narily have gone into commercial ven- 
tures and aggressive trade expansion, 
will have to be turned over and over at 
home to pay for the folly of wholesale 
war. 

Already the papers are full of the 
“Opportunity of the United States.” 
Trade turned to us as a nation that is so 
situated that every little puff of diplo- 
matic wind cannot disturb, will likely re- 
main in large volume after the fracas is 
over. Aside from the new trade devel- 
oped by the situation, Europe will have 
to look to us for some time for help in 
every direction, all of which means ac- 
tivity in our industries. Our great crops 
will be the basis of a large push towards 
this state of things. 


Three—Security Markets Have Had 
a Greater Shock Than in 1907 
with Less Damage 


If no further arguments for the sound- 
ness of American bonds could be brought 
to bear on the situation, this one alone 
should be sufficient to show that under- 
neath the investment market were some 
very strong conditions. That the bond 
market could have withstood a greater 
shock than in 1907 with less destruction 
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being wrought, is a tribute to the under- 
lying situation. 

In 1907 we had a cataclysm. When it 
was all over, bonds were regarded as 
eminently on the bargain counter. And 
so they were. Many good bonds are now 
down almost to the 1907 level. If bonds 
were a magnificent bargain then, they 
certainly are now, after seven years more 
of development of many of the proper- 
ties. Equities in the form of a better 
property, amy reserves, and margin of 
safety have been created back of many 
bonds, so that their position today is 
eminently better. In the April number 
of THE MaGazIne oF WaLL StREET, a 
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critical study of this aspect of railroad 

bonds was made. It brought out plainly 

that many railrcad bonds were funda- 

mentally stronger than in 1907 and 1910. 
* ~ *” 


Boys bought with these conditions 

in mind and with a due regard for 
individual selection, may be said to be 
bought “on an investment basis for a 
long-pull,” to use a stock market expres- 
sion. Not that all bonds bought under 
these conditions need be held for a long 
time, but they can be kept for years with 
a reasonable certainty that conditions so 
severe on them temporarily will not often 
recur. 








I1I—Special or Market Reasons for Buying 








One—The Decline Has Been Overdone 
N the stock market they say “buy on 
the breaks.” If we want to adapt 
this advice to the bond market this time, 
it is quite possible to do so. That the 
latest prices made at the close of busi- 
ness in July were the result of a “break,” 
may be seen from the fact that during 
the last few days of trading in July the 
decline was more than three points in 
the averages—something unheard of ex- 
cept under the most trying conditions. 
This large drop in so short a time was 
sympathetic with the panicky action of 
the stock market. For this reason, when 
the trading in bonds gets in full swing 
again, we may expect to see this loss re- 
covered in comparatively short time. It 
is generally a fact that such quick drops 
are almost as quickly canceled by an 
uivalent amount of rebound. For 
what good reason should high-grade 
bonds come down in price two or three 
points in a week when the companies 
whose obligations they are remain per- 
fectly sound? 
Two-—Sellers from Fright May Buy 
Just as Quickly 
It follows close on the reason just 
given that a lot of selling of good bonds 
was done out-of fright at what might 
ha nd, of course, this kind of 
selling ry helped along what did 
happen—but the frightened investors do 


not reason thus far. 





When the worst of this war effect 
wears off, a good many investors who 
unceremoniously threw their securities 
on the market may realize that their ac- 
tion was undue haste, and then they may 
be just as anxious to get them back. 
This is what is known as a technical fac- 
tor in the situation, and is one that works 
in greater or lesser degree on the move- 
ment of prices. This time it should move 
them upward some. 


Three—A Potential Demand Is 
Developed 

Nothing could be more certain to cre- 
ate a strong potential demand in the 
security market than the suspension of 
trading for several weeks. In the course 
of trading at any time there is of course 
a considerable amount of business done 
with speculative ends in view. But in 
bond trading, both in and outside of the 
New York Exchange, there is a much 
larger part that is done for investment 
purely. 

Several weeks’ suspension of active 
bond business will have done this for the 
market: It will have caused funds to ac- 
cumulate in the hands of many investors 
who are ready at all times to go into 
conservative bonds. They will, of course, 
be ready with their money when trading 
is resumed, when there is likely to be 
quite a demand for the better grade 
bonds, all of which will have its effect 
on prices. 
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BE PURCHASED NOW. 











IV—How to Buy Now 












BUYING bonds is somewhat different 
from buying stocks. There are a 
number of methods which can be em- 
ployed in purchasing stocks which are 
set forth on a previous page. In buying 
bonds there is not the same element of 
speculation, although it is by no means 
absent when the speculative group of 
bonds is considered. ' 
So that how to buy bonds as here in- 
terpreted does not mean so much the way 
to pay for them as it does giving proper 
attention to the scientific considerations 
that enter into wise investment buying. 
In other words, it is the principles gov- 
erning successful investment that we will 
here touch upon. That is the correct in- 
terpretation of “How to Buy.” 
A few of these principles are as fol- 
lows: 


One—Diversify Your Holdings 


Spread them over the various classes 
of bonds. You can of course diversify 
your purchases in any one group of bonds 
such as the railroads, because there are 
any number of them ranging from high- 
grade savings bank issues to the highly 
speculative issues yielding around 7 per 
cent. Do not forget that in each class 
of bond there are all degrees of value, 
so that the greatest science of diversifica- 
tion consists in dividing your investments 
up first among the different classes of 
bonds, taking some railroads, some in- 
dustrials, some utilities, municipals, etc. 

The second principle of diversification 
is to scatter it in kind, so that you take 
from among the speculative ones of that 
class the medium grade issues and also 
some highest grade issues. 

It will be seen that this works out the 
problem of spreading your risk in a way 
that cannot possibly lose much money to 
the investor who gives it a little time and 
attention. By this method you can aver- 
age your income to a good figure and 
spread your risk so that you will get a 
preponderating amount of safety out of 
the whole batch. 

Of course this may seem to be idle ad- 


vice for the man who wants to buy two 
or three bonds. Yet, in view of the fact 
that securities of nearly every class are 
available in five hundred and one hun- 
dred dollar pieces, it can be carried out 
fairly well, even by the modest investor. 
This principle of diversification can also 
be extended to the spreading of invest- 
ments by geographical location. 


Two—Buy According to Your Position 


This bit of advice seems superfluous, 
but is a most needed injunction. Inves- 
tors are classified quite as much as in- 
vestments, and their positions differ. 
There is no general principle applying to 
every case. 

A person with a limited income from 
an estate should buy suitable bonds, and 
these bonds are usually securities with 
an 80 or better percentage of safety. 

On the other hand, the business man 
who has a constant income surplus is in 
a position to push his investments down 
the line of risk further so he can spread 
himself over a good many bonds. A loss 
to him does not leave a big gap, as it 
does with others. The loss with him is 
soon forgotten and possibly made up. 
He can afford to take more risk than 
many others. Again, the person of 
large means can take still larger risks 
than any of the others mentioned. And 
so on down the line, with each investor 
adapting his buying to his own needs. 
His banker can generally fit the invest- 
ment to him properly. If he will do a 
bit of thinking for himself, he and the 
banker together can certainly work out 
the problem in a most satisfactory way. 


Three—Buy Varying Maturities 


Changes in financial conditions are as 
varied as human nature itself. There- 
fore one should be prepared to take ad- 
vantage of them. The investor does this 
by buying maturities of varying length, 
so that his funds come back to him from 
time to time for reinvestment. 

Witness how the bankers with enor- 
mous amounts of money at their dis- 
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posal do this. There are times when they 
will buy almost nothing, except short 
term investments, varying from one 
month to two years. They always want 
money coming in to the best advantage, 
and they make their investments accord- 
ing to their best judgment of the situa- 
tion months hence. 

This principle can be applied to indi- 
vidual investments just as properly. It 
means a little more attention and careful 
selecting than just buying a handful of 
long term bonds, but it pays in the end. 
It means that the investor has bonds and 
notes falling due at various times some 
of which will be periods when low prices 
are made. Reinvestment at that time 
makes for a larger income over the years. 
This in effect is another method of di- 
versification. 


Four—Buy from an Investment 
Standpoint 


There seems to be something anoma- 
lous about such advice as this. It is 
generally believed that this is what the 
intelligent and conservative investor does 
exactly. Let us analyze this, however, 
and see if he does it always. 

Buying from investment standpoint 
means something different from what 
happens many a time in selecting securi- 
ties. To illustrate the difference between 
this standpoint and another with which I 
wish to contrast it, I may say that many 
investors look on surface indications very 
often. 

These surface indications are the posi- 
tion of a company right at the moment 
that the investment is made. But to 
make it concrete, let us take one or two 
notable examples. Thousands of people 
bought Rock Island collateral trust bonds 
several years ago because they said the 
credit of the Rock Island Company was 
Al, and the position of the company 
when the bonds were offered could hard- 
ly have been better: What happened? 
Everyone in touch with the bond market 
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knows their position now. These people 
bought on the present and credit position 
of the Rock Island outfit. If they had 
made a critical study of this collateral 
trust arrangement from an investment 
standpoint, which is always the next-five- 
years standpoint, the bonds might not 
have been sold so readily to the general 
public. 

When Western Pacific first 5s. came 
out, people said that inasmuch as the 
Denver & Rio Grande (a splendid prop- 
erty then) was guarantor, no harm could 
come to the Western Pacifics. What of 
today? The Western Pacific has dragged 
the Denver by the neck almost to de- 
struction, a reorganization with loss to 
bondholders may soon happen, and the 
guarantee may any day be worth but lit- 
tle as compared with what it stood for 
several years ago. 

Looking at a bond from the position of 
the company at the moment is practically 
looking at it from a credit standpoint. 
And the credit of the issuing company or 
the guarantor of the bonds may be ex- 
cellent, just as the Rock Island was; but 
a look five years ahead under the condi- 
tions existing may show to the far-sight- 
ed observer something very different. 

To see far ahead is a wonderful ac- 
complishment. In an investment per- 
spective we must take the different con- 
ditions surrounding the bond and figure 
what the future is likely to be for them. 
Judgment may be wrong as to the worst 
that may happen, but the illustrations 
given show that it does no harm to step 
aside from too much optimism in many 
cases. 

+ + * 

VARIOUS other bits of advice of this 

character might be given, but they 
would all grow out of those already given. 
If an investor will follow the foregoing 
faithfully he will not only find interest- 
ing work, but he will at this time be able 
to make selections of bonds that will 
prove the worth of these precautions. 








V—What Bonds to Buy 








WE are now down to the question of various bonds by their most general 
how we shall distinguish the groupings. It is always difficult to assign 
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a specific bond into a special class, espe- 
cially when it comes so near the line sepa- 
rating two groups as to leave room for 
a difference of opinion. 

There is no absolute criterion by which 
any one bond can be placed in a position 
and agreed upon by everyone. Of course, 
when we consider such bonds as Great 
Northern first mortgage, Pennsylvania is- 
sues, Union Pacific refunding 4's, and 
other similar bonds, we immediately as- 
sign them to the highest grade mention- 
able. But when a comparison between 
them is attempted, there would likely be 
a difference in judgment by any two 
bond experts as to which really deserves 
the higher place. 

If we attempted to go into the meas- 
urement of any types of bonds, we would 
be led into a long discussion, because no 
two companies are situated alike and in 
no two concerns are conditions exactly 
similar. 

It is for this reason that if we say a 
certain percentage of net earnings for 
fixed charges means that a conservative 
margin of safety is left over and above 
the bond debt, and makes the bond of 
that company better than another where 
the margin is less, we err; because be- 
fore you get to net earnings in an income 
account there are various other elements 
that must be taken into consideration. 
Sometimes the bond with the bigger mar- 
gin of safety is by no means the better 
bond, because the property back of it 
may have been neglected to make such 
a good income showing. 

Great Northern may be cited as a com- 
pany that does not show great fluctua- 
tions in the margin of safety on its bonds. 
This margin is liberal, but it is the policy 
of the management to spend much of 
what is left above interest and dividends 
on the property. So plant and equipment 
are constantly being bettered, and for that 
reason the bonds also. So far as surplus 
after fixed charges is concerned, it does 
not grow big for that reason, but its bonds 
are infinitely better than many a company 
where there is much more in proportion 
left over after interest is paid. 

The best we can do, therefore, is to 
take an arbitrary standard. This I have 
decided should be the average income rate 
on all the outstanding bonds of a com- 
pany. That is to say: By taking all the 
bonds of the Great Northern, for in- 
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stance, and getting their average income 
basis on the latest prices, we have a fair 
standard from which we can proceed to 
group our bonds. As a matter of fact, 
experience shows that nearly all railroad 
bonds returning an income of say about 
4.25 per cent. can be safely grouped into 
one class. They stand together so far as 
investment worth is concerned. 

We will, therefore, lay off the various 
groups, giving a few comments that will 
guide you in classifying any bond and 
make a starting point for wise investment. 


Savings Banks Rails 
Yield 4.75 per cent. and lower. 


What are known as Savings Banks 
Rails are those investments designated as 
legal for the savings banks in various 
States by the laws of those particular 
States. Massachusetts and New York 
have the most stringent laws, so only 
the very best bonds are available for the 
banks of those States. Massachusetts is 
more liberal in the classes of bonds it 
allows its savings banks. New York 
permits only Government, Municipal and 
Railroad issues. Both, however, have a 
very high standard. 

The exalted position that bonds have 
which come under these laws naturally 
affects their market price somewhat. 
There is somewhat of an artificial price— 
only slightly above what it would be 
otherwise, of course—for these invest- 
ments, but the bond buyer who holds this 
type of bond may feel assured that he has 
done the best in quality that is possible. 
With due regard to the other principles 
laid down, the safest kind of a selection 
can be made if these “legals,” as they are 
called, are taken. 

If an investment is made up largely of 
this class of bond, it means that a limited 
income must satisfy the buyer, for most 
of them return somewhat less than 4% 
per cent., while comparatively few yield 
more. The underlying and older general 
mortgage bonds are the principal ones 
that make up this class. 


Second Grade Rails 
Yielding from 4.75 to 5.50 per cent. 


These are the bonds in which the active 
investor can make his income mount to 
large figures, but he must be buying and 
selling frequently. They are the issues 
which wabble up and down with the cur- 
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rent as it swings one way or the other. 
They are in many instances general mort- 
gages of comparatively late issue. You 

d among them such bonds as the Frisco 
refunding 4’s, Missouri-Pacific converti- 
ble 4’s, Denver & Rio Grande refunding 
4’s, and a number of others of similar 


AV hen the market moves upward 
strongly, they jump along much faster 
than the savings banks class of bonds; 
and when the market goes the other way, 
they go down faster. They are the ones 
which affect the average of a group 
strongly, because of their more rapid 
movements. They are the bonds which 
are in many cases last on the list of a 
company’s interest bearing obligations. 
Being at the end of the procession or 
very close to it, their market status is 
affected by the news regarding earnings 
and prospects of the company. 

But with all this, they are the bonds 
which require the most study by the in- 
vestor, because they sometimes have just 
enough of risk to make this study inter- 
esting. They constitute what might be 
known as the great middle class of bonds. 

They are the securities which when 
taken at the bottom of a large decline are 
very likely to show handsome profits in 
the course of a few months. When they 
are obligations of roads with good rec- 
ords, a thorough sprinkling of them 
among an investment group brings the 
average of income up handsomely and 
further enhances it by the profits from a 
rise in their prices. 


Low Grade Rails 
Yielding around 6 per cent. and more. 

There is little to be said about these, 
except that they constitute what may be 
called the speculative class among bonds. 
They are the group where a buyer of 
bonds can make large profits if he is 
— in trading for some of them that 

uctuate almost as much as some com- 
mon stocks. A six or eight point change 
in as many weeks has occurred in more 
than one instance. 

It would be useless to enumerate a 
list of these bonds, but they can be easily 
found by taking the bonds that fluctuate 
widely for no apparent reason. How- 
ever, this reason may be discovered if 
one will take the trouble to analyze their 
reports and see how narrow is the mar- 
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gin between what the bonds require of 
net earnings and how much there is 
really available for them. They are gen- 
erally the obligations of a business that 
has wide swings, and instead of advanc- 
ing steadily, thereby giving greater sta- 
bility to its bonds, is always hanging near 
the danger line. 

As a field for speculation these bonds 
offer some fine opportunities for making 
money. They are like a stock paying a 
large dividend all the time and going up 
and down with fine chances for extra 
profits every few months. But they are 
to be avoided by those who invest for in- 
come. 


High Grade Industrials 
Yielding up to about 5.65 per cent. 


This class of bonds appeals to busi- 
ness men, and serves also as a suitable 
medium with which to sprinkle any con- 
servative investment. They require con- 
siderable study that one may not be mis- 
led as to the fundamental considerations 
for each. There is not so much informa- 
tion available about industrials as _ rail- 
roads, hence their bonds need all the 
closer scrutiny. The senior bonds on the 
best of American industrials are generally 
worthy investments. 


Lower Grade Industrials 
Yielding 5.75 per cent. and more. 

Like the lower grade of railroads they 
offer a speculative field for large profits. 
Their relative worth is possibly lower be- 
cause the fluctuations of an industrial 
business that is unstable are far greater 
than those of a railroad company. This 
class of security should not be touched by 
anyone who is not ready to take a great 
risk. A large income goes along with 
such bonds, but also the danger of hav- 
ing it cut off at short notice. 


High Grade Utilities 
Yielding up to 5.75 per cent. 


It is hard to distinguish by yield ex- 
actly the difference between the highest 
grade of utility and that just a shade 
under. The lines are not clearly drawn in 
this class of security. There are so many 
kinds of utilities, probably a dozen in 
number, that comparison between differ- 
ent kinds of the same general class of! 
bond is futile. A hydraulic power bond 
selling at an income return of 8 per cent. 
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may be just as good an investment as a 
gas or lighting plant security selling to 
yield 5.5 per cent. The different char- 
acter of their markets may account to a 
large extent for the difference in the 
yield. But for general purposes utility 
bonds that yield no more than 5% per 
cent. may be grouped among the best. 


Lower Grade Utilities 
Yielding upwards of 5.75 per cent. 


The field is so large and there are so 
many varied elements that go to make 
the market price of a bond that it is not 
easy to classify all these showing a re- 
turn of above 534 per cent. among the 
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lower grade, although the majority of 
them may be so termed. The field cov- 
ering the bonds of this higher yield is 
very broad. The difficulty of judging 
utility bonds correctly is the paucity of 
information. It has not been co-ordinat- 


ed as has railroad information. And 
further, there are so many unsolved prob- 
lems in the utility business that it will 
be quite a few years before we have data 
that can be used as a standard of meas- 
urement for all classes of utility bonds. 
For the time being we will put the divid- 
ing line in more or less of an arbitrary 
way at the income yield of 534 per cent., 
assuming that there are good and svf- 
ficient reasons for the higher yield. 








the bond market is dull and 


be another bond market again. 


interest. 


interest charges. 


sometimes. 


generally are low. 


it inevitably. 





Hints for Investors 


Bow buying should be thought about when everybody else is saying 

slow, when everybody is saying that 
prices are low and when everybody is wondering when there will ever 
i The same principle that holds often in 
buying of stocks holds to the same extent in buying of funded obligations. 


N large purchases you sometimes have money left over. 

a few dollars left over from a larger purchase make it up by buying 

some small bonds, possibly one hundred-dollar pieces. 
better than allowing your money to lie in the bank drawing little or no 


EVER let idle balances stand in your broker’s office. 
yielding a good rate of return, that is, more than you can get in 
the savings bank, and then you can use these bonds for collateral. 

This in the form of a bond is drawing money and helping to pay for the 


ELVE among the strongest bonds of some of the railroads that are 

in receivership. There are some mighty good bargains among them 
Such bonds will always pay their interest receivership 
or no and when the road gets out of trouble will have a handsome advance. 


INCE you really want a big income, get into the market when bonds 
If you insist on it when bonds are generally on 

a high level of prices you soon will be watching a loss that will offset 
your larger income, since the first decline will carry your bonds along with 


If you have 


It will be 


Buy bonds 
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N the following table are arranged in order of yield the principal active issues of 
bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price. They are divided into groups, according to the grade 

and character of the bonds. 


This table will appear every other month, and will prove invaluable to bond buyers, as 
well as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


RAILROADS: 


(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 
: Interest Price 


Description. " Period. July 30. Yield. 
B. & O., P. L. E. & W. ave Be ref. 4s 
Southern, Ist cons. 
Wisconsin Central, Sie. Ist gen. 4s 
Baltimore & Ohio, prior 3%s 
So. Pac, Cent. Cent. Pac., Ist ref, 
Southern Pacific R. R., Ist ref. 
Hocking Valley, 1st cons. g. ais. 
Illinois Centra 
Chic., Mil. & St Paul, gen. 4%s., Ser. C 
Louisville & Nashville, unif. g. ‘4s 
Atlantic Coast Line, Ist g. 4s 
Chic., Burl. & Quincy, wes 4s 
a & Ohio, 
U. P., Ore. Ry. & 
oy ” Ore. Short Line, Ist g. 
N. Y. Central & H. R. , g. 34s 
Chic., Mil. & Puget t Sd., Ist gu. 4s 
Atch., Top. & S. Fe., gen. ¢. 4s 
Northern Pacific, prior 1. 
Chic. & N’West, gen. 7. fuss 
padae \s ., gen. 
a acific, Ist 
Illinois Div, 4s 
Central of N. J., gen. 
Chic. & N’West., 
Norfolk & West. Ry, a cons. g. 4s 
Union Pacific, Ist R. R. & land gr. g. 4s.... 
Penna. R. R., cons. g. 4s ., 1948 
(2) Collateral trust bonds selling at prices relative to the value of the underlying 
collateral, and the general credit of the issuing company. 
U. P. em Ghost Line guar. ref. 4s ' —D. 8914 
Mo., Texas, Ist g. 4s Je., —D. 81% 
Sou. Pac. uN Id 4s (Cent. Pac. coll.).. 3 —D. 85 
Gt. Northern, C. B. & Q., coll. tr. 4s , —yJ. 94% 
Atl. Coast Line, L& ., coll, g. 4s . —N. he 
Lake Shore, coll. g. 3%s F. J 
steate ated bonds having no mortgage lien, whose quotations are “yO con- 
fore changes of the stock into which they are convertible and by the 
margin my Fy cnfety or their interest. 
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1930 F.—A, 70 
1953 A—O. 63% 
1953 A—O. 64 
1948 jJ—J. 98% 
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Southern Pac., 20-yr. conv. 45 e, —S. 80 
Baltimore & Ohio, 2-yr. poms 44s —S. 85% 
So. Pacific, 20-yr. conv. 5s 34 —D. 96 
Union Pac., 20-yr. conv. 4s —J. 88 
Chic., Mil. & St. Paul, conv. Ks —D. 944 
Atch., Top. & S. Fe., conv. g. 4 —D. 901% 
Atch., Top. & S. Fe, conv. 4s. te of 1910) “ 960 —D. 90% 


armeteae a 
SSGVSAR 


(4) Debenture bonds selling on a level commensurate with the general credit of 
the respective companies. 
Lake Shore, deb. g. 4s a —S. 90 
N. Y. Cen. & Hud. —‘y deb. g. 4s 3 . ; 88 
a Shore, 25-yr. gold d 4s ’ —N. 90% 
Chic., Mil. & St. Paul, 25-yr. deb. 4s : 34 —J. 90 


(5) Semi-investment bonds, many of which are general mortgages, often classified 
as “business man’s” investments. Income yield is reasonably definite index of relative 
worth, 


Western Maryland, Ist g. 4s ’ A—O. 
Seaboard Air Line, adj. 5s ’ F.—A, 
Chic., Rock Is. & Pac., ref. g Apl., A—O. 
tL #8 FoR CR S80 Ry. veh gle O., A.—O. 
St. L. & San. Fran. R. R., ref. g. 4 1. Ma 
Chicago Gt. Western, ist 4s . —S. 
Southern, devel. & gen. 4s. Ser. A A 

Denver & Rio Gr., Ist con. g. 4s 1 }-3 
Erie, lst con. gen. lien g —J. 


MANDAN AININ 
BRSaastsRvss 


Bethlehem Steel, Ist & ref. 5s. guar. A 
Illinois Steel, deb. 4%s 

Rep. Iron & Steel, 10-30 yr. 5s. s. f 
Bethlehem Steel, Ist ext. s. f. 5s 

Indiana Steel, Ist 5s 

National Tube, Ist 5s 

U. S. Steel Corp., s. f. 10-60-yr. 5s. coup.... 


Pn Enen cnn Or 
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TELEGRAPH AND TELEPHONE BONDS. 


Pacific Tel. & Tel., Ist 5s . —J. 
Am. Telep. & Teleg., coll. tr. 4s ; 9. —- 


Am. i. & Teleg., 20-yr. conv. 4%s 
N, Y. Telephone, Ist gen. s. f. 4% 


MISCELLANEOUS AND INDUSTRIAL BONDS. 


Third Avenue adj. inc. 5s . 198 A.—O. 
The Texas Co., conv. deb. 6s 1931 dar.5 
Inter. Metrop. ‘coll. 414s . 1956 A.—O. 
B. R. T. 6-yr. secured notes 5s {i 1918 Poa f 
Am. Smelt., Sec. s. f. ! 1 —A 
Westinghouse E. & M., s. f. 5s + 
Va.-Carolina Chem., Ist 15-yr. 5s ., 1923 —D. 
Central Leather, 20-yr. g . 5s ' —0o. 
Am. Hide & Leather, ist s. f. g. 6s S. M.—S. 
U. S. Rubber, 10-yr. coll. tr. 6s J 
Inter. Rap. Trans. Ist & ref. 5s ‘ JJ. 
Am. Agricul., chemical oh c. 5s ; A—O. 
Western Electric, cel. «9 erouel ’ Pir | 
Lorillard Co. (P.), 5s —A. 
Third Avenue, Ist ref. 4s 960 Fa 
Liggett & Myers, tobacco 5s 
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Bond Market Topics 


The Gist of What Was Said and Done in the Month 




















Foreign Selling of Our Bonds. 


HE disconcerting factor in the financial 

markets over the past few weeks was 
the tremendous flood of liquidation of our 
stocks held by the people abroad. The per- 
sistency of their selling was not fully appre- 
ciated until the crisis came when for two or 
three days there appeared in the markets 
what amounted to a young panic. Whole 
reams of stocks held abroad were thrown on 
our markets at slaughtered prices with the 
usual result. 

The slump in the stock markets brought 
along with it an outpouring of bonds also, 
although there was not pandemonium in this 
branch of the security markets like in the 
other. We have now taken back great quan- 
tities of both stocks and bonds which under 
normal conditions would never have been 
thrown at us as they were. 

The influence that this situation will exert 
on the investment market in the near future 
remains to be seen. The vital relations be- 
tween conditions abroad and our investment 
markets was forcibly demonstrated lately. In 
many a movement in late years when Euro- 
peans sent back large quantities of stocks they 
refrained from sending back many bonds, but 
this time there was added considerable bond 
selling also. The experience of the past few 
months in a number of issues made it all the 
easier for Europeans to rush to sell. 

From time immemorial Europe has had to 
help us out in buying our securities and we 
were always a debtor nation. With the de- 
struction of capital now going on and the ter- 
rible waste of resources the question of the day 
is whether or not we will turn into a creditor 
nation. It is all a momentous time for the 
bond markets of this country. 





More Studying of Securities. 


F Qin years ago when it was almost 
possible to do business in the finan- 
cial world without serious effort of any 
kind a good many of the houses paid 
little or no attention to the exact character 
of the security they sold to their clients. 
They were satished to be counted in the 
syndicate or would take an allotment of the 
bonds provided they were offered by one 
of the big and strong houses. Few ques- 
tions or possibly none would be asked and 
the bonds were sold with the flimsy descrip- 
tien that the issuing syndicate would give. 





Many a railroad bond was sold in this 
way. One large house in particular was 
famous for the paucity of information it 
gave. Of course many of the securities it 
issued were of the very highest class and 
therefore needed little explanation. Yet it 
could easily have given some more so that 
both its participating houses and their 
clients could learn more of the exact details 
of the issues. 

A great change has come over the houses 
in the past three years. Dozens of statis- 
tical departments have been installed and 
the members of many a small firm have 
taken a personal interest in the details of 
the bonds they offer from time to time as 
never before. 

Manuals and other works of reference 
have been easily sold to these people and 
today there come forth from many of the 
houses really satisfactory descriptions of 
the bonds offered. 


* * * 


* Rapeeanted history of the railroad bond 
market no doubt has accounted in 
large degree for this change, since some 
of the bonds that a few years ago 
were called almost gilt-edged have turned 
out very poorly. 

Then again the fierce competition for 
business has been another incentive to get 
out of the ruts. The progressive ones have 
practically forced the others to do some- 
thing along the lines that investors are 
expecting. 

The public are being educated in invest- 
ments and they are demanding more in- 
formation than they did ten years or so ago. 
Consequently we see this transformation. 
One of the largest houses in the financial 
district that until now has not considered 
it necessary to have a statistical department 
has just recently established such a depart- 
ment. It is apparent that more considera- 
tion to the extent of information given has 
entered into that firm’s action, as witnessed 
by the latest circulars it has gotten out. 

Instead of a perfunctory and most gen- 
eral statement of the main facts about the 
issue and the company of which it is an 
obligation, there now stands a good array 
of facts from which any investor can see 
that the bonds are a most excellent in- 
vestment. 

The “Buy it because I say so” days are 
passing fast. 
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The World-Wide War 
Staggers the Imagination. 

T is speaking entirely within bounds 
when we say that the war in 
Europe is the most appalling ca- 
lamity that the world has ever seen. 
Writers of fiction have sometimes 
amused themselves and the public by 
trying to imagine what might happen 
if all the nations of Europe should be 
plunged into war, equipped with all the 
most modern engines of destruction, 
many of which have been invented or 
perfected within a very few years; but 
in the domain of fact, sober prophecy 
has always quailed before such an out- 
look, and men have preferred to believe 
that modern armaments were the safe- 
guards of peace rather than the ma- 

chinery of military aggression. 

Yet the impossible has happened. A 
new chapter has been opened in the 
history of finance as well as war. We 
are facing conditions which have no 
parallel in the past. Hence it is not 
surprising that prediction and comment 
have been almost stilled by the magni- 
tude of the crisis. 

The following comments of two 

great New York bankers are typical of 
the way in which the leaders of finance 
are feeling their way through unknown 
hazards: 
_ Jacob H. Schiff: No individual's opinion 
is of much value in a time like the present, 
for which precedent does not exist. Pos- 
sibly—to say pay would be hazardous 
—financially the worst may be behind us. 
With the closing of markets throughout the 
world, with moratoria going into effect in 
important European centers, agreement has 
Practically been reached to stop the ma- 
chinery for the world’s financial intercourse, 
and to await developments, assuring safer 
conditions, before this machinery be once 
more set into motion. 

James Speyer: As far as commerce goes, 
there are two things that this country must 
do. First, and foremost of all, we must 
arrange for shipping the goods. You have 


got to arrange for delivery before you can 
talk about the banking end. Then will come 

















the straightening out of the exchange 
troubles. But that will all work itself out 
in due time. We must arrange for getting 
the stuff over there first. 

The war will be a terrible one, but I don’t 
believe it will last long. It will cost too 
much in lives and money. The destruction 


is too great. 
* * 


“Conditions Point to 
Increased Domestic 
Business.”—Farrell. 
THE American people as a whole 
may be acquitted of any undue 
selfish desire to profit through the 
tragic debacle of their European neigh- 
bors, but since the prospects for our 
home business mean bread and butter 
to most of us, it is excusable for us to 
seek, so far as possible, to pierce the 
veil of the future in that direction. It 
is a foregone conclusion that in many 
ways we must necessarily suffer, in the 
long run, from the terrible destruction 
of wealth abroad. Accumulation is 
slow and painful ; destruction swift and 
easy. 
Yet there will be some compensa- 
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tions. Two men having a broad view 
of events in the large—the president 
of the U. S. Steel Corporation and the 
resident of the New York Produce 
xchange—have given sane expression 
to the outlook for two of our leading 
products, steel and wheat: 


ames A. Farrell:—No one can foresee 
what the full effect upon the steel business 
of this country is going to be. Certain it 
is steel imports from Europe will cease, 
and with the passing of the necessary legis- 
lation by our government a number of addi- 
tional vessels will be brought under the 
American flag, and I believe there will be a 
gradual resumption of ee, which will 
assist in restoring the equilibrium of foreign 
exchange and relieve the congestion of 
merchandise in transit at seaboard. 

In view of the general uncertainty at- 
tached to the importation of ferromanga- 
nese and other metals, the exportation of 
which has been embargoed by many foreign 
countries, it would seem the question of 
conserving the supplies as far as possible 
will have to be considered, rather than con- 
tinuing to sell products at the unremuner- 
ative prices recently prevailing. Prices on 
all iron and steel products are likely to be 
affected, and quotations made on actual 
current business. I do not look for any 
unusual advance in prices, but rather a 
recurrence to normal values more com- 
mensurate with the increased cost of pro- 
duction. The fundamental conditions of 
the country are sound and point to an in- 
crease in domestic business. 

J. W. Warner, president of the New York 
Produce Exchange: Our farmers have the 
wheat and want to sell it; the railroads are 
anxious for the business of hauling it to the 
seaboard; empty boats are waiting at the 
docks to be loaded; Europe wants the 
wheat even worse than we want to sell it. 

For the first time in history, however, 
the financial machinery of the world has 
broken down and naturally the people here 
who own the wheat are not going to let it 

o until payment is assured. All discussion 
eads back to that starting point and noth- 
ing can be done to relieve the situation until 
the foreign exchange bankers re-establish 
foreign connections. 

* * * 


“Europe Must Have Our 
Wheat or Starve.” 

ECRETARY REDFIELD is a 
perennial optimist. Even the 
World-War cannot dash his hopes. 
“It’s their worry, not ours,” he says in 
regard to the shipment of wheat abroad 
—a statement which certainly needs 
some qualification, in view of the big 
sum of money we now owe Europe on 
balance. If they must have our wheat, 
it is equally true that we must send 
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WHERE THE WAR IS THE FIERCEST. 
Omaha Bee, 


them either goods or gold in payment 
of our debt, and we can’t spare the 
gold. 

Sir George Paish, also, seems unduly 
hopeful in regard to the amount of 
capital we can furnish Europe in this 
emergency. Why should we supply 
the money to help English, French and 
Germans, all good friends of ours, to 
kill each other off? 


Secretary of Commerce Redfield: The last 
thing we need worry about is getting our 
crops abroad. Europe must have our wheat 
or starve. Will she starve or will she pro- 
vide means of transportation? It’s up to the 
other fellow to provide ships. 

Grain may be tied up for a few weeks, 
but not permanently. Just as soon as the 
question of supremacy on the seas is set- 
tled commerce will be resumed. England, 
of course, is our biggest customer. She is 
already insuring merchant ships up to 80 
per cent. of their value. 

Another thing that will help will be the 
bill now before Congress amending our 
shipping laws. The United Fruit Company 
and the United States Steel Corporation 
have been considering for some time chang- 
ing their register so as to fly the American 
flag. Technical restrictions which pre- 
vented will now be removed. But even if 
there are not enough American ships, 
European nations will certainly send others. 
It’s their worry, not ours. 

Sir George Paish: A great war in Europe 
will probably bring economic advantages to 
the United States. It will enable it to sell 
its great crops in places which will give a 
much greater income than if there was no 
war. 

Almost every industry will derive more or 
less advantage. American investors and 





bankers should get in much profit from the 
ability to buy back from Europe great quan- 
tities of securities at attractive prices in 
payment for the foodstuffs and raw ma- 
terial exported from the United States. 
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The United States can become, as it has 
this week, the world’s greatest market for 
capital, and if the American people rise to 
their opportunity they can do a great deal 
to mitigate the disastrous economic con- 
sequences which would otherwise result in 
many countries from a great European war. 

In brief, a great war in Europe will give 
the United States an opportunity of assum- 
ing the post of world banker, by supplying 
capital freely to countries and individuals 
in all parts of the globe who need it and 
can provide the required security. Should 
the American people take advantage of the 
golden opportunity afforded them by the 
outbreak of war, it will mean not diminished 
but increased prosperity for the United 
States. 

+ * * 
Paralysis of Europe 
Is Our Opportunity. 


EWMAN ERB, who is president 

of the Minneapolis & St. Louis, 

the Ann Arbor and the Denver & Salt 

Lake railroads, is a man whose views 

are highly valued by those who know 

him. In a recent interview he put very 

clearly the argument for better busi- 

ness in America as a result of the 
paralysis of Europe: 

I do not take as gloomy a view by any 
means as has been expressed by others re- 
garding the probable effects of the Euro- 
pean war on business conditions in this 
country. 

The first thing that must be done by the 
European powers is to establish the su- 
premacy of the seas. One or more big naval 
engagements may be necessary to accom- 
plish this. I am strongly inclined to be- 
lieve that England and France together 
can hold the German fleet at its base. 

I do not anticipate that there would be 
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any difficulty in securing the necessary 
ships in which to carry these commodities. 
According to my information, neither Eng- 
land nor France can go on with this war 
more than four months without actually 
starving, unless they can get supplies from 
the United States. Naturally, therefore, 
they will take every step possible to get 
them, 

There is another matter that should not 
be lost sight of. South America, China and 
Japan have drawn heavily upon Europe for 
manufactured goods. While the war is in 
progress, and for some time thereafter, the 
manufacturing industries of Europe will be 
paralyzed to a great extent. They will not 
be able to get the raw material and they 
will not have the men with which to run 
their plants. We have the raw material, 
and while a considerable number of foreign- 
ers now employed or who have been em- 
ployed in our mills may return to engage 
in the conflict, I am confident that there 
will be plenty of men to run our plants. 
Some will naturally be released from other 
lines of business and will be glad to get 
employment elsewhere. 

Once the supremacy of the seas is estab- 
lished and the necessary machinery is put 
into working order, our manufacturing in- 
dustries should be greatly stimulated. We 
will ship our surplus goods to South Amer- 
ica, China and Japan on a much larger scale 
than ever before. 

All this will mean that we will get better 
prices for grain, manufactured goods, etc., 
and that instead of there being a slump in 
prices, a congestion of the products and 
serious decreases in the earnings of our 
railways, their returns should show substan- 
tial increases. 

One of the most important results of 
establishing unrestricted transportation be- 
tween American ports and northern Europe 
would be our ability to cancel our obliga- 
tion abroad without the shipment of gold. 
It would not take long to turn the balance 
of trade in our favor. 

I do not look for individual European 
investors to be larger sellers of American 
securities. Undoubtedly if the war con- 
tinues for some little time European institu- 
tions will sell freely when once a market is 
established again. In that event we should 
do all possible to conserve our gold supply. 

* * * 


Investment Houses 

Take a Cheerful View. 
| & spite of the closing of the Stock 

Exchange, and therefore the al- 

most complete cessation of brokers’ in- 
come, there is very little depression in 
Wall Street. The majority seem to 
expect better conditions before long 
and more active speculation, even 
though the final result may be ex- 
haustion from the world’s fearful 
economic losses. 
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THE PATH OF PEACE. 
Los Angeles Times. 





As one broker puts it, “I see in the 
present situation the beginning of a 
tremendous boom for the United 
States. The world must come to us to 
fill its stomach and clothe its back. I 
recall faintly the time of the Franco- 
Prussian war. There was plenty of 
money then. Prices soared, but every 
one was flush, and the only ones who 
were hurt were those on a fixed salary 
basis. Currency inflation always means 
speculation, and speculation means ac- 
tivity in business and finance.” 

Other varied comments are: 

Harris, Winthrop & Co.: There is no 
reason why credit should be destroyed in 
the United States, why any American 
should have any less confidence in the con- 
duct of American corporations or the in- 
tegrity of individuals here than he had 
before the war broke out. 

Briefly, we lose foreign exports until such 
time as Europe must have our foodstuffs, 
and that is practically immediately. Men 
cannot fight unless they are fed. Of course, 
each country will confiscate everything that 
is within its own country or that they can 
capture that the war may be carried on and 
they will use gold if necessary to pay for 
that which they cannot otherwise secure, 
i. e., foodstuffs. 

Life and property here are secure. Do- 
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mestic manufacturers will be called upon to 
supply all our domestic wants. The foreign 
manufacturer is eliminated. There is a won- 
derful opportunity to build up trade rela- 
tions with South America that are impor- 
tant today and will grow more and more so as 
each day passes. 





Dillon & Co.: Deplorable as 
the war may be from a humanitarian stand- 
point, there is no question that it will pro- 
vide the utmost stimulus to American in- 
dustries. 

The United States will be the most im 
portant producing country at peace in the 
world. Every dollar of property destroyed 
must be replaced. With mines and ise 
tories largely depleted of workers and cap- 
ital resources enormously reduced by the 
cost of war, Europe must turn to the United 
States as the only organization which has 
remained intact and efficient and capable of 
supplying its needs. 

ot only will the United States supply 
Europe with foodstuffs; it will export, all 
through the reconstruction period, ma- 
chinery, agricultural implements, tools, cop- 
per, boots and shoes and hundreds of other 
products, all of which will roll up a most 
enormous trade balance in favor of this 
country. 

Europe will not, as some think, be unable 
to pay for these products. Even though it 
be short of cash, it is wealthy in other 
possessions. Territorial holdings, for the 
most part unpledged, many of them, of 
enormous potential value may have to be 
utilized if necessary as a basis for credit, 
which must mean that the United States 
will also become the banker for the world. 

There is every reason to foresee, beyond 
a short period of suspense, a great boom 
in business in this country, created through 
no effort of our own. 





Hayden, Stone & Co.: There are some 
industries which, apparently, should be 
benefited, temporarily, at least. Already the 
price of sugar has advanced, inasmuch as 
the German beet sugar crop, which is a very 
considerable factor in the world’s output, 
is likely to be unavailable. The American 
refiners will have the market to themselves, 
and advancing prices for raw sugars will 
enable large refiners like the American 
Sugar Company to make a good profit on 
their stocks of raw material purchased at 
the low prices prevailing during the last 
year. The American Beet Sugar Company 
and the United Fruit Company are in a 
position to benefit from this situation. 

The American Can Company should also 
derive some advantage, inasmuch as there 
probably will be a tremendous demand for 
canned goods to supply the armies and 
navies of the combatants. < 

The United States Steel Corporation will 
be freed from European competition and 
will probably receive higher prices for the 























time being, but there will be a practical 
cessation of building in Europe and ex- 
pansion all over the world will be checked. 
On the other hand, when peace is finally 
restored the demand for steel to replace the 
ravages of war should be enormous. 

The copper industry will be at a distinct 
disadvantage. More than half of the Ameri- 
can production is exported, and the foreign 
market will be cut of, Already curtailment 
has been commenced by Anaconda, Phelps- 
Dodge and the porphyries, amounting to a 
reduction in the monthly output of 28,000,- 
000 pounds. 

Several of the old Standard Oil sub- 
sidiaries are likely to be more or less hurt, 
notably those engaged in the export trade, 
such as the Anglo-American Oil, Standard 
Oil of New York and Standard Oil of New 
Jersey. Most of their tank steamers are 
under the British or German flags, and ac- 
cording to reports several have already been 
seized. 

Manufacturing corporations which have 
plants or large interests abroad will, in all 
probability, suffer considerably. Among 
these are the Westinghouse Electric and 
the United Shoe Machinery, both of which 
have large factories in Europe, the former 
one plant in England and the latter plants 
in England, France and Germany. 





Nelson, Cook & Co.: So far as the United 
States is concerned the worst is with us 
and any change must be for the better. 
Not only so, but opportunities are open to 
the United States which, if availed of— 
and they will be availed of—will make this 
country the leading commercial and indus- 
trial nation of the world. We are not in 
any sense ignoring the present very dis- 
astrous, threatening and inconvenient ef- 
fects in this country of a European war, 
but we think we are right in believing that 
with us the worst is over and with the 
European countries the worst is yet to come. 

At present our commercial and financial 
relations with other countries are com- 
pletely demoralized and temporarily our 
business relations are at a standstill. This 
condition, however, cannot long exist. The 
United States possesses food and manu- 
factured products and raw materials which 
European countries need and must have for 
the existence and support of their people. 
Furthermore, the great trade of European 
countries with South America is absolutely 
cut off, and South American countries and 
also the countries of Europe, Asia and 
Africa not involved in this war will also 
be deprived of their usual trade relations 
with European nations. Here is the oppor- 
tunity of a lifetime which is presented to 
our country through the misfortunes of 
European nations. To our mind there is no 
doubt that the enterprise, energy and re- 
sources of the United States will arise to 
the occasion and seize upon the opportunity 
which is presented. 
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Will Europe Sell 
Us More Stocks? 
I* would have done so if we had kept 
the exchange open for the purpose 
during the early days of August, that 
is certain. But that was in the first 
frenzy of fear and confusion, from 
which European investors have now 
had time to recover. The volume of 
our securities already returned to us 
during the past two years is enormous. 
Such sales following the Balkan war 
were estimated at from $100,000,000 to 
$250,C00,000 by various observers, and 
the selling kept up at intervals right 
down to the closing of the exchange. 
It would seem that Europe’s selling 
power must be partly exhausted—es- 
pecially as American stocks will now 
be about the best in the world to hold. 

Yet it would be foolish to expect 
that we shall not suffer financially. 
This fact is fully recognized in current 
financial comment: 

Commercial and Financial Chronicle: We 
shall feel the effects of this European war 
for a considerable time to come, even 
though we have no direct connection with 
it. This is the Nemesis of all such barbaric 
conflicts. 

Nevertheless, it may be said, as a matter 
of historical fact, that rarely, if ever, has a 
Neutral State on the outbreak of a general 
war found itself in so enviable a position. 
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We are self-sustaining; we have in store, 
and are producing constantly, goods such 
as Europe positively must get from us— 
notably our wheat and cotton. Above all, 
we are at peace, and will continue to em- 
ploy to the full in our own peaceful indus- 
tries the accruing capital of our people. 

If we have a rough road still to traverse, 
in this episode, it is still true that our 
eventual position, in regard to the outside 
world, may easily resemble that which was 
gained by England after the long period of 
active production and commerce pursued 
in that nation for the benefit of the rest of 
the world during the Napoleonic wars. 





Financial World: No one need harbor the 
delusion, however, that this crisis suddenly 
thrust upon us is not going to leave its 
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mark. Many industries which are indis- 
solubly bound up with the prosperity of 
European industries will be hit and curtail- 
ment will result. Even those very remotely 
concerned cannot escape because the world 
is more closely knit together than ever be- 
fore by trade ties. But this very curtail- 
ment will aid in restoring easier money con- 
ditions and a period of dullness may then 
possibly supervene. But we, being far from 
the theatre of action and not directly in- 
volved, will be the first to recover and it is 
not a fanciful picture we see ahead of us, 
showing that, when the European nations 
shall have fought themselves to the point 
of exhaustion, the people of America will 
be able to reach out first to gain the mar- 
kets of the world which Europe has de- 
liberately abandoned for the glitter and 
glamor and hell of war. 





Effect of War on the Security Markets 











Trying to Stem World- 
Wide Liquidation. 

T least we have had one big 
slump in. the stock market 
when nobody has raised the 

cry of “manipulation.” Heretofore 
numerous vociferous persons have 
risen to declare that falling prices were 
due to “bear raids,” “conspiracy of the 
big banking interests,” efforts of the 
“Money Power” to give the President 
an “object lesson,” and so on. 

In this case the courageous attempt 
of our Stock Exchange to stem the tide 
of world-wide liquidation after all 
other important exchanges had been 
put out of business was so self-evident 
that adverse criticism has been stilled. 
And it is not surprising that the ex- 
change authorities finally concluded 
that discretion was the better part of 
valor and gave up the futile effort. 
New York has become very powerful 
in world-finance, but not omnipotent. 
And the wider the distribution of our 
securities the more intimate our con- 
nection with Europe has become. 

This was well brought out by Wil- 
liam C. Van Antwerp in a recent article 
in the London Financial News: 

One conspicuous change in American de- 
velopment that is clearly reflected on the 


New York Stock Exchange is the tremen- 
dous distribution of American securities. 


Thirty years ago these were held in com- 
paratively few hands, but each year has 
witnessed a wider distribution and a con- 
stantly increasing number of shareholders. 
This has served, of course, to increase pub- 
lic interest in the Stock Exchange and to 
double its responsibilities. When securities 
were lodged in comparatively few hands the 
rich men who owned them could look after 
themselves and protect their own interests. 
The Stock Exchange was of little use to 
them save as an arena for creating a market 
for their holdings. This led to manipulation 
and flagrantly artificial markets. But today 
there is such a wide distribution of securities 
that holders look to the Exchange to pro- 
tect their interests by eliminating artificial 
influences and by the establishment in their 
place of natural and stable markets free 
from crookedness. 

This the Exchange has sought to do, as 
never before, by a rigid supervision of ap- 
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plications for listing and by gee | all 
forms of manipulation and other artificial 
devices. The result is that the New York 
market today is a real market, in which nat- 
ural forces find freer expression than they 
have ever found before in America. That 
this is healthy progress, in line with New 
York’s increasing prudence and conserva- 
tism, is obvious, and that it is a necessary 
outgrowth of the public demand is demon- 
strated by the fact that where there were 
300,000 holders of securities three decades 
ago there are now 2,000,000. 


* * * 
A Thunderbolt 
From the Blue. 


If the financial world had had even a 

few weeks in which to anticipate 
and prepare for the approaching blow, 
much could have been done to lessen 
the effects of it. There is no way of 
saying now how much the bankers of 
Germany and Austria may have known 
of what was coming. The prolonged 
and mysterious liquidation of Canadian 
Pacific which preceded the crisis prob- 
ably indicates a greater degree of fore- 
knowledge in those countries than else- 
where. But the rest of the world, while 
seeing plainly that all the European 
Powers feared war, was entirely in the 
dark as to danger of an immediate out- 
break. 

This is illustrated by the statement 
of George F. Willett, an American 
business man just returned from 
Vienna by way of Germany: 

Prominent business men regarded such a 
war as unthinkable. The German manufac- 
turer whose plants we visited, a graduate 
of Heidelberg and a man of high standing, 
said there was absolutely no chance of Ger- 
many becoming involved in war. It was 
more essential for Germany than any other 
country of the world, according to his be- 
lief, to have at least five years more of 
peace in which to get into sound condition 
and recover from her over-rapid industrial 
expansion. E 

“Should Germany go to war,” he said, 
“you Americans will take away from us the 
export business we have been spendin 
years to develop, particularly in Sout 
America.” 


* * * 
Why London Exchange 
Was Forced to Succumb. 
THE New York Exchange was the 
last to close. Nominally, London 


closed at the same time New York 


did, but for two days preceding only 
a nominal business had been transacted 
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there. There was no such complete 
demoralization here as at London. 
Our closing was more in the nature of 
a precautionary measure. There was 
no good reason why we should remain 
open to bear the full force of a general 
crash which this nation had nothing 
at all to do with starting. London, 
however, had to close because of the 
complete disappearance of demand, as 
explained by the following dispatch to 
the Toronto Monetary Times: 

The closing of the London Stock Exchange 
was made compulsory by its unprecedented 
position as the clearing house for interna- 
tional business consequent upon the demorali- 
zation of the continental bourses. The feel- 
ings of national pride made the idea most un- 
welcome to stock exchange committees, but 
the necessity was imperative. When London 
was made Europe’s dumping ground the 
prices continued to ~: without shares chang- 
ing hands, consequently there was no relief 
to the holders. he postponement of Paris 
settlement was the last straw which threat- 
ened to involve many London firms. 


x ~ * 


“Million Share Days” 

Are Seen Once More. 
*T HERE have been rank pessimists 
who insisted that million-share 
days were a thing of the past on the 
New York Stock Exchange; but we 
had two of them before the Exchange 
closed—1,027,000 July 28 and 1,306,000 
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July 30. The latter was the biggest 
day since October 27, 1911, when 1,- 
364,000 shares changed hands following 
the filing of the Government’s suit 

inst the U. S. Steel Corporation. 

e heaviest overturn on record was 
on April 30, 1901, with 3,190,000 shares. 
The entire year of 1913 showed the 
smallest business since 1897. The 
fastest business ever seen was on 
Saturday, August 18, 1906, when the 
tape recorded 1,603,000 shares in two 
hours, or at the rate of over 4,000,000 
shares for a five-hour day. This table 
shows the number of million-share 
days each year since 1897: 


¥ No. Year. No. 
net Savesdeus’ yh Ee 105 
| REE aoe ES eee 56 
7 Ree A SS cee 12 
Sutadets ass. set Pe ON eeu tevewes 41 
ee Bl EL ideas kadar 119 
SS ee aad 23 
«See i apy 28 
RT Ss cayecan cee tena Rg 0 
bei tivo o vb om BEER WEES « Kiwkds eles oo 0 

* « * 

Re-opening the 


Stock Exchange. 

At this writing nothing is decided 

as to when the exchange will 
open. For one thing, we cannot pay for 
foreign securities that might be sold 
to us until we can ship either gold or 
produce abroad to balance the account. 
At the moment, also, it is difficult to 
see how we can open until London 
opens. It might be dangerous for us 
to assume the entire and unrestricted 
burden of the world’s security markets 
alone. 

However, cash transactions under 
restricted conditions have already been 
resumed, and it may be that restric- 
tions can be removed gradually until 
normal business is restored. The Wall 
Street Journal makes this suggestion: 

It would be impossible to establish imme- 
diately the ideal free market for securities. 
But it is possible for London and New York 
to open simultaneously, and to make a mar- 
ket on a basis of the scrutiny of every trans- 
action. Each exchange has ye that it has 
a committee of governors large enough and 
unselfish enough to go through the necessary 
labor of verifying such transactions. 

It would be necessary in every case to dis- 
close the real buyer and seller, and no broker 
could take orders except on this condition. 
The market would necessarily be narrow. But 
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it would be a real market, and there would 
be a real price for listed securities. To what 
extent the Consolidated Stock Exchange or 
the curb organization could regulate them- 
selves, it would be hard to say. Anybod 
who knows those two bodies, however, will 
not doubt their patriotism and high principle. 

But reopen the Stock Exchange! Let us 
have real hands across the sea, and not fists. 


* * * 


What Will 
Happen Then? 


THT question is of vital interest 
to thousands of investors. To a 
great extent the answer depends on 
the progress and results of the war. 
The first great naval battle will prob- 
ably show us who is to control the sea. 
If England and France control it, 
American investors will have reason 
for renewed courage. But Germany 
may elect to avoid a naval battle. Or 
again, success on the sea might be 
counterbalanced by disaster on land. 
The Times anticipates a period of 
strain when business is resumed: 


When the world’s exchanges are opened 
after a closing whose end is not now in sight 
there will be a tremendous interchange of old 
securities and issue of new securities. The 
result will be that the United States will be- 
come less of a debtor than ever before. 

No nation in the world is better prepared 
for such a liquidation, because no nation in 
the world has such an immense stock of true 
wealth unrepresented by paper titles, which is 
in urgent demand by others who can buy only 
with paper. No doubt the transition period 
will be one of strain, but its result will be 
worth the cost to us. 


There must be, in any event, a heavy 
war demand for capital, which will 
have an important effect on the prices 
of securities: 


What is now saved annually for investment 
throughout the world is estimated at approxi- 
mately four thousand millions of dollars per 
year. This is probably below the truth, be- 
cause it includes only public offerings of 
securities and not the issues of some of the 
smaller corporations, nor the improvements 
made by firms and individuals. 

A state of war means that hundreds of mil- 
lions in government securities will enter the 
market, making an insistent bid for the capi- 
tal which might otherwise be applied to pro- 
ductive uses. 

Large offers of government securities to in- 
vestors are likely to cause a continuance of 
the liquidation in other securities which be- 
gan in anticipation of the war. Any market, 


therefore, for other than government securi- 
ties is likely to be a poor one. But the forced 
liquidation which caused the closing of the 























stock exchanges may be checked, and certain 
industries which benefit by war expenditure 
may be able to increase their earnings, and 
thereby give an enhanced value to their capi- 
tal stock and their bonded obligations. 

They will at least have the advantage that 
capital will be lacking for setting up dupli- 
cate and competing industries except where 
the profit is so large as to afford exceptional 
inducements. 

* * * 


The Bullish Side 
of the Argument. 


ON the other hand, war generally 

stimulates business while the 
fighting is in progress, because the 
combatants are heavily mortgaging the 
future for the benefit of immediate ex- 
penditures. Hence the prices of most 
products rise in war time. And the 
termination of the war may permit a 
reduction in those crushing costs of 
armaments and standing armies which 
have constantly burdened industry and 
checked development until they have 
become unbearable. 

It’s a mixed situation, and insoluble 
because unprecedented. For example, 
the Boston News Bureau says: 

Bond men see evidence of a piling up of in- 
vestment funds in this country. They be- 
lieve that when the Exchange can be opened 
with assurance that prices will hold steady, 
this money will take investment securities out 
of the market at a rapid rate. As new financ- 
ing has practically ceased and is not likely to 
be undertaken for some time, the supply of 
investment securities is not showing its nor- 
mal increase. For that reason the effect of a 
strong investment demand would be more 
noticeable on prices. Large orders for bonds 
have already been received by some of the 
leading dealers, including orders from Lon- 
don to buy at the market. 

English investors who are not forced by the 
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circumstances of war to sell all their securi- 
ties, and there must be many such, might very 
likely prefer to hold our securities as against 
most others because of the greater safety and 
likelihood of continued income return. 


The Odd Lot Review brings out the 
same idea: 


In the present European crisis, where is the 
safest place for the cash of the average for- 
eign investor? 

Right here in the United States. 

The war abroad threatens the property 
rights of everyone living on the Continent. 
When war was first declared between two 
countries, the first thought of every foreign 
holder of securities was to get ready cash. 
Now that it is realized that all the leading 
nations are involved in a great cataclysm 
which must inevitably change boundary lines, 
it is likely that foreigners will be seeking for 
some place where they can leave money safely 
until the storm blows over. 

Just as in America the interval of trading 
inactivity has increased the number of per- 
sons desirous of purchasing American securi- 
ties from foreigners at low prices, so it is 
likely that in the interim there have been 
many foreign investors who have concluded 
that, with everything else they own in the 


balance, American securities are the best 
means of safe-guarding something from the 
struggle. 


Taking odd lots, and considering market 
orders and orders to buy and sell within half 
a point up and down from the closing prices 
of July 30, we find that there are many more 
buyers than sellers. The orders, in number 
of shares, however, about pair off. 

While, then, buying and selling approxi- 
mately balance, the buying is largely against 
fll payment and the selling is largely against 
weakly marginal accounts. 

As far as odd lots are concerned, the open- 
ing is not likely to be affected one way or the 
other. But as the buying will be strong and 
the selling will be weak, the odd lot influence 
will be on the side of strength, and this is a 
prospect which is important in indicating the 
average of thought among conservative in- 
vestors. 








Handling the Emergency 








Washington and Wall Street 
Kiss and Make Up. 

HE sudden break-down of the 
world’s financial machinery had 
one very pleasant result at least 

—complete and harmonious co-opera- 
tion between Washington and Wall 
Street. In the crisis of 1907 one man 
was, by unanimous consent, placed in 


virtual command—J. Pierpont Morgan. 
Seven years later the outstanding fea- 
ture of the situation is perfect and 
effective team-work. 

Washington proclaimed neutrality, 
issued emergency currency, enacted 
necessary legislation without delay, 
took up the amendment of the ship 
registry law, negotiated with ship 
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KEEP COOL. 
Des Moines Register and Leader. 





owners, and came to the relief of 
stranded Americans abroad. In Wall 
Street clearinghouse certificates were 
issued, and the present J. P. Morgan, 
Francis L. Hine of the First National, 
Benjamin Strong, Jr., of the Bankers’ 
Trust, A. J. Hemphill of the Guaranty 
Trust, Paul Warburg, Otto Kahn, 
William A. Read, Frank A. Vanderlip 
and others combined to meet the situa- 
tion. As C. M. Keys remarked re- 
cently in World’s Work: 


Individual opportunity in commerce and 
finance reached its climax, one may Say, in 
the School of the Magnates—during the three 
or four brief years when every industry of 
great importance was headed by a Man. on 
as ~~ oy Morgan, son D a banker, be- 
came the g of All the Banks, so certainly 
did Harriman, son of a verty-stricken 
clergyman, become King of All the ilroads ; 
Havemeyer, absolute Boss of Sugar; Ryan 
and Brady, Twin Tyrants of the Tractions; 
Duke, the Lord of Tobacco; Rockefeller, the 
Omnipotent in Oil; Carnegie, the Caliph of 
Steel, etc., etc. In ‘nearly every great line of 
individual endeavor some man or family or 
group of friends came up and seized auto- 
cratic power, and a wealth commensurate with 
that power flowed in upon them. 

Havemeyer died. No man came to take his 

lace. Harriman died. No man succeeded 

im. Ro —_ died, and with him passed his 
power. ¢ by one the School of the Mag- 
nates slipped away, some into rest, some into 
enforced idleness, some into various havens 
of safety from — wrath, some into death. 
The fortunes of the giants of yesterday re- 
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main, for the most part, intact; but the power 
of the men of yesterday is nowhere passed 
down from father to son. No new men come 
to wield the sceptres of autocratic power in 
any of the giant trades of commerce, finance 
or transportation. 

_ The National City Bank contributed 
its part by undertaking to act as a clear- 
ing house to facilitate the exchange of 
cash and bank credits in South America 
and in other parts of the world. Its an- 
nouncement was as follows: 

As a result of the moratoria and bank holi- 
days that are in force in many important 
commercial countries, it is for the time being 
impossible in a normal way to buy and sell 
exchange upon those countries. 

It is feasible, however, in many cases to 
clear debits and credits upon foreign points, 
provided there can be brought together busi- 
ness interests having credits and debits at the 
same locality. 

If corporations, firms, or persons having 
foreign credits or desiring foreign credits will 
communicate with us, we will undertake so 
far as possible to offset these debits and 
credits. 

of * a 
Payment of Debts 
Suspended Abroad. 


HE declaration of moratoria 
abroad was doubtless necessary 
to avoid wide-spread commercial mor- 
tality. If no one can be called upon to 
pay his debts then no one need fail. 
But it has also operated to bring busi- 
ness to a standstill; for if debts can- 
not be collected, who cares to sell 
goods? The English moratorium, 
which ends August 31 unless further 
extended later, was forced upon Lon- 
don by similar action on the Continent, 
but might in any case have been neces- 
sary owing to the severity of the crisis. 
On Wednesday, July 29, the Bank of 
England discount rate was 3 per cent.; 
Thursday it was jumped to 4, Friday 
to &, yore Saturday to 10. The follow- 
ing Thursday it was reduced to 6, and 
Saturday to 5. Such gyrations by this 
staid old financial indicator were never 
known before and serve to show the 
desperateness of the situation. 

The Times has this to say about the 
moratorium : 

The crisis is being met abroad with the 
usual general suspension of law and custom 
ceperies bank reserves, and with one de- 

ed innovation. eo + is resorting to a 

side 


limited moratorium, s extending the 
bank holidays. If there are precedents for 
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this in England, they are not recalled nor 
recorded in the available books, — 

A moratorium is a Latin device. It was 
used in Argentina at the time of the Baring 
panic, and recently in Mexico. It has fre- 
quently been resorted to in France. There are 
French lawsuits which establish its interna- 
tional validity, and no doubt they will be fol- 
lowed in Anglo-Saxon courts. The necessity 
for a British moratorium arises from the dis- 
location of all exchanges. Gold is not being 
shipped, and bills of exchange which are fall- 
ing due are not being paid. The embarrass- 
ment of the British banks is comparable to 
that of our banks which have lost their call 
loans. 

+ a “ 

The Deadlock in 

Foreign Exchange. 
‘THE partial paralysis of credit be- 

tween America and Europe is 

bad enough, but, of course, that be- 
tween France and England on the one 
hand and Germany and Austria on the 
other is much worse, as commercial 
relations are entirely discontinued. 
For example, the acceptances of three 
important German banks at London 
amount to about $75,000,000. To help 
the situation the English Government 
has stepped into the breach, as ex- 
plained by a London cable: 

To terminate the deadlock in the money 
market and to enable trade to resume its nor- 
mal course the Government has agreed to 
guarantee the Bank of England against any 
loss that it may incur in discounting bills of 
exchange of either home or foreign banks, 
accepted prior to August 4. 

The Bank of England’s action will release 
an enormous amount of credit, and if it has 
the expected effect on foreign exchanges it 
pee ge to a decided recovery of the money 
market. 


The $10,000,000 of gold which made 
the trip almost to Europe and back again 
in the Kronprinzessin Cecilie is to be de- 
posited at Ottawa, and the Bank of Eng- 
land will make payments against it in 
London. Similarly, the Bank of France 
has transferred $12,000,000 to Morgan, 
Harjes & Co. at Paris, and J. P. Mor- 
gan & Co. will sell that amount of ex- 
change here; and Kuhn, Loeb & Co. are 
arranging to receive money in New York 
for the account of the Bank of England, 
the latter to make payments in London 
against such deposits. 

These are clumsy ways of restoring 
the delicate machinery of foreign ex- 
change, but they are the best available 
at the moment. 
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Emergency Currency 
Finds Use at Last. 


O relieve the crisis the Treasury 
hastened to pay out to the banks 
emergency currency to take the place 
of the nearly $150,000,000 gold which 
has been exported in 1914 to date. In 
fact, $165,000,000 of this currency was 
sent out within ten days. On this the 
banks pay only 3 per cent. interest, 
under the amended law, while they can 
now lend it at 6 per cent. or higher. 
There is a strong inducement here for 
inflation. In the present deadlock in- 
flation is impossible, but when normal 
conditions are partially restored there 
will probably be greatly increased ac- 
tivity, at any rate for a time. There 
may be grave danger in this condition, 
unless the new Federal Reserve Board 
keeps a firm hand on the throttle. 
From the money column of the Wall 
Street Journal: 


When the emergency currency act was first 
passed, May 30, 1908, it provided for a rate 
of interest beginning at 5 per cent. per annum 
for the first month and afterwards an addi- 
tional tax of 1 per cent. per annum for each 
month until a tax of 10 per cent. was reached 
and thereafter the tax was to remain at 10 
per cent. per annum, based upon the average 
amount of notes outstanding each month. 
According to the amended law, the tax now 
commences at only 3 per cent. per annum, 
which lasts for three months and afterwards 
an additional tax rate of % per cent. for each 
month until 6 per cent. is reached, and there- 
after the rate remains at 6 per cent. 

Economists shook their heads and bankers 
laughed up their sleeves when the new pro- 
vision was written into the currency bill. In 
short, “emergency currency at 3 per cent.” 
seemed too good to be true. 

Now we are having a striking illustration 
of this. Granted that the money market was 
unusually disturbed and that there was real 
danger of fright and of hoarding of gold; but 
was there any justification for putting out 
millions of additional money at a 3 per cent. 
tax when the banks found it expedient to re- 
sort to clearing house loan certificates bearing 
6 per cent. interest here and higher else- 
where, and call money ruling in the neighbor- 
hood of 8 per cent.? 

The securities put up by the bank for this 
emergency currency are accepted at 75 per 
cent. of their face value. That is to say, the 
tax on their resources is actually 2% per 
cent. Anything the bank has received by way 
of discount or interest on the securities in its 

ssession above that figure is, therefore, to 

regarded as so much “velvet.” Say com- 
mercial paper was discounted by the bank in 
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the first place at 4% per cent., it would still 
be 2 per cent. to the good. It will readily be 
seen how much margin there is to the bank’s 
advantage when call money stands at 8 per 


cent. 

A flood of 3 per cent. money at the present 
time naturally tends to produce one of two 
things, either a movement of gold out of the 
country or higher prices for commodities. 
The former is physically checked on account 
of the war, so that the latter becomes imme- 
diately operative. This is demonstrated by 
the apparently anomalous rise in grain, etc., to 
say nothing of the suggestion that the present 
relief should be made the means of sustaining 
the cotton crop. 

“Emergency currency” under present condi- 
tions is a misnomer. What it really is, is a 
makeshift and temporary rediscount market. 


* * * 


Can We Keep 
Our Gold? 


I* is estimated that we owe Europe 

possibly $100,000,000, and our ex- 
ports of merchandise are almost at a 
standstill. How are we to avoid pay- 
ing this debt in gold? 

One solution recently under con- 
sideration is that our bankers deposit 

Id in Canada to the credit of the 

ank of England, so that the Bank 
could issue notes against it in London. 
Bankers believe that the gold parted 
with in this way would soon come 
back to us. As one dealer in foreign 
exchange says, “There has never in 
history existed foreign exchange favor- 
able to a country at war, and as soon 
as present balances are satisfied, ex- 
change must become unfavorable to 
England.” This would bring back 
our gold. 

But this apparently fails to take into 
account the possible further sales to 
us of our securities held abroad, which 
might be large enough to throw the 
balance against us. Again, we could 
not spare that much gold from our 
bank reserves under present condi- 
tions, except by substituting emerg- 
ency currency—a device which most 
bankers regard with trepidation. It’s 
a puzzling situation. The Financial Age 
justly expresses the general feeling: 

At the moment there is entire agreement in 
financial circles that gold exports from the 


United States, even if possible, must be 
stopped if the obstacles already set up are not 
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sufficiently strong to retard them. The coun- 
try has a large store of gold but none avail- 
able for wasting in suicidal war or in pay- 
ment of debts to nations responsible for the 
financial difficulties which now surround the 


American people. These debts were created 
by credit operations and not by shipments of 
gold from Europe, and the only way they can 
be discharged without weakening the credit 
structure of this country would be through 
credit transactions. 

Europe needs our foodstuffs and will, no 
doubt, take means to obtain them, and there 
can be no doubt that by the time Europe 
emerges from the wreck of war there will be 
a large international credit balance in our 
favor. In due time our obligations will be 
discharged through exports of our commo- 
dities, but in the meantime our gold must be 
conserved if the United States is to keep its 
credit and currency on a sound basis. 


On the other hand, this is Jacob H. 
Schiff’s view of the matter: 


If the question is put before the banks, 
“Shall this country, or the corporations, or 
the City of New York, default upon its obli- 
gations rather than your drawing down your 
reserves, and rather than your going to Con- 
gress and asking as a temporary measure 
limited for a very short time, that you be 
permitted to count national bank notes in 
your reserves?” I cannot see that there can 
be any doubt about the answer that should be 
given. 

What does an honest man do if he cannot 
pay his debts? He tries to borrow, he makes 
his note. Well, that is just what we should 
do. As we cannot borrow that money in 
Europe nor anywhere now, we must borrow 
it from our own people, who are willing to 
loan it to us by means of emergency cur- 
rency, the redemption of which the law pro- 
tects; and we must pay our debts, if we can 
do it this way. 








GUESS I’M SAFE AGAINST STRAY SHOTS. 
Baltimore American. 
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American Business Prospects 








No Panic in the 
United States. 


HE favorable feature in our busi- 
ness situation is, of course, that 
the tie-up has been forced upon 

us from abroad and was not due to nor 
has it developed any weakness in our 
own position. Indeed, taking a broad 
view of the business of the country as 
a whole, the only actual change the 
average observer will notice is a rise 
in prices. Undoubtedly many small 
business men in the interior are won- 
dering in a confused way what the fuss 
at New York is all about. Says the 
svening Post: 

The amazing rapidity with which pheno- 
mena never witnessed by men now living have 
appeared in the financial and commercial mar- 
kets, has left the public mind in a state of 
complete bewilderment. 

It should be carefully observed that the 
adoption of emergency measures neither in- 
dicates a prospective condition of financial 
panic here, nor an intrinsically weak financial 
and business situation in this country. There 
is no panic; least of all is there any such 
rush of interior banks to recall their credit 
balances from New York as brought the bank 
panic of 1907 to its crisis. The West is the 
point of strength and confidence in the entire 
business situation, and such embarrassment 
as confronts the East arises wholly from its 
commercial and financial relations with 
Europe. A 

We have for six months past been helping 
financial Europe to guard its own position, 
and we now have ready for export enormous 
quantities of merchandise—chiefly agricultural 
—which Europe must buy, transport and pay 
for. 

The crux of the existing problem, as the 
business world is perfectly well aware, lies 
in the double question how this merchandise 
can be carried to Europe, with shipping facili- 
ties heavily reduced by the war situation, and 
how we are to ft our = ony = for it, with 
the foreign exchange market in its present 
condition of blockade. 


* a 4 
Gen. Hy Costo Livin 
Rallies His Forces. 
THE complete cessation of imports 
from Europe, combined with the 
prospect that Europe will have to call 


upon us heavily for foodstuffs and sup- 
plies, is already sending the prices of 
many articles sky-rocketing in this 
country. The President has directed 
the Attorney-General to “investigate,” 
the mayor of New York is “investigat- 
ing,” but we may safely predict that it 
will take something more than inves- 
tigation to bring down prices under 
such conditions as now exist. The 
Administration’s view of the effect of 
higher prices is thus set forth by the 
New York Globe: 


That high prices will prevail in the United 
States in many necessities of life as a result 
of the European war is the unofficial opinion 
of government experts who are making a 
study of the foreign and domestic trade situa- 
tion. 

All this means, of course, prosperity for the 
producers, and with that prosperity high prices 
for the consumers, who apparently always 
get the small end of it. But high prices and 
prosperity normally tend to bring high wages, 
so that the wage earner should not neces- 
sarily be hurt as a result. 

It is pointed out by the statisticians here 
that the bulk of the prosperity will fall not 
upon the people of the country directly, but 
upon the manufacturers and commercial in- 
terests. So much for the immediate effect of 
the war upon American business. 

In the long run, it is practically certain, the 
United States is bound to rise to greater 
prowess as a trading nation than ever be- 
fore. She may easily master the world. The 
European war, so say the gentlemen whose 
business it is to study the channels of trade, 
will change trade routes. How these routes 
will shift and where the products of America 
will go can as yet only be dimly foreseen 
For the time being, of course, every energy 
will be bent to supplying Europe with food, 
clothing, and such manufactured goods as war 
ridden nations need and are not contraband. 
The stimulus to American business which will 
come from the new European trade alone will 
make President Wilson’s “psychological pros- 
perity,” about which there has been so much 
dispute, a reality. 


In the meantime, buyers are rushing 
to New York to supply the place of 
goods which were expected to come 
from Europe, but now will not arrive. 
Jobbers say that it is a “seller’s mar- 
ket,” that is, “the manufacturer with 
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the _ or the way to make them 
now holds a fortified position with 10- 
inch guns sticking out of it all the way 
around.” 

A. J. Cazelar, a resident buyer for 
Western concerns, says: 

The merchant placed his orders comfort- 
ably some weeks or months ago, and was ex- 
Lae) delivery through September, October 
and November. The goods he ordered were 
to come from Europe. His only chance to 
cover himself and keep his own stock intact 
is to buy substitutes for the expected impor- 
tations from the New York warerooms. 

For the first time within the memory of 
most jobbers in this town the market is 
crowding the jobber and he doesn’t have to 


hunt the buyer up. 
* * * 


We Sell Goods 
While Others Fight. 
WE now occupy the unique posi- 
tion of being the only great in- 
dustrial nation not at war. There can 
be no question that Europe must come 
to us. The way for ocean transporta- 
tion will be found, because it must be. 
Even now insurance risks to England 
and France are not prohibitive. Bread- 
stuffs, meat, canned goods, cotton 
manufactures, tobacco and perhaps 
coal will be called for in large quan- 
tities. 

On the other hand, raw cotton will 
be in small demand, since last year 
over 80 per cent. of our cotton exports 
went to the countries now at war. The 
biggest requirements, of course, will 
be for our wheat. Says O. P. Austin, 
formerly a Government Trade Adviser: 

The wheat supply outside the United States 
this year is below normal. 

The ten leading wheat producing countries 
of the world outside the United States are 
Argentina, Australia, Austria-Hungary, Cana- 
da, France, any, India, Italy, Russia and 

in. Their product in 1913 was 2,890,- 

bushels, and for 1914 the estimates for 
the same countries are 2,480,000,000, a falling 
off of 410,000,000 as compared with last year. 

Fortunately for ourselves, and for the 
world, in fact, our own crop is about 150,- 
000,000 bushels in excess of the high record 
crop of last year, and the supply available for 
exportation will be about 3400,000,000 bushels, 
as against an average of about 100,000,000 per 
annum in recent years 

* * * 
Our Opportunity 
In South America. 

OUTH AMERICA has always 

bought its goods from Europe. 
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That source of supply is now shut off. 
If we can seize opportunity by the 
forelock we may gain a permanent ad- 
vantage on that continent. The Bos- 
ton Commercial: 

Everybody knows that Germany, France, 
Great Britain, Russia, Belgium and Austria 
are at war, and all must realize that these 
great manufacturing and merchandising 
countries, which have controlled more than 
75 per cent. of the trade of the outside 
world, are obliged to retire temporarily 
from this field of activity, their ships en- 
gaged in the carrying trade now being 
legitimate prizes of war. 

The people of South America, Asia, 
Africa and Australia will immediately be 
denied the supply of manufactured articles 
which the countries at war have furnished 
them and which they themselves have no 
factories to produce. 

In this situation the manufacturers of the 
United States should find their opportunity. 
We are not strong in shipping facilities, but 
there are many boats engaged in our coast- 
wise trade which could afford to abandon 
it temporarily to take up the more profit- 
able business of carrying between North 
and South America. These coast-wise ves- 
sels do business between points which can 
be served by the railroads. Therefore, no 
great loss would be suffered if they tem- 
porarily engaged in the South American 
trade. 

* K * 


A Revival of 
American Shipping. 
F we now had an adequate merchant 
marine, it would put a new face 
on the situation. Our goods could go 
abroad in our own bottoms. Ships 
cannot be hastily created out of no- 
thing; but as Prof. Alvin S. Johnson, 
of Cornell, tells us: 


It is not unreasonable for us to look for- 
ward to a general stimulation of American 
shipping as one and an almost immediate 
result of the present European conflict. 
There can be little doubt that it will lead 
= to make changes in the American registry 
aws. 

We were commercially supreme upon the 
seas during and immediately after the tre- 
mendously long and terrible Napoleonic 
wars. Having a virtual monopoly of the 
world’s carrying trade, we found it neces- 
sary and commercially agreeable to de- 
velop ability in the technique of both build- 
ing. and sailing ships. 

hus we presently beeame the nation 
which most economically and intelligently 
constructed and operated ships. e re- 
mained the leaders of the world in these en- 
deavors until the commercial possibilities 
of the wooden ship were exhausted. 
The change from wood to iron as ship- 

















building material was unfavorable to us. 
In the construction of metal ships we could 


not successfully compete with England, be- 
cause at that time our iron and steel in- 
dustries had not been developed and Eng- 
land’s had been. 

Now—and in this lies one of the few 
cheerful details of the present deplorable 
situation—conditions have so changed that 
we can produce steel as cheaply, and prob- 
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ably more cheaply, than it can be produced 
in other countries, and, although there is 
much talk of the high cost of labor in the 
United States, shipbuilding labor, in the 
ultimate analysis, is probably no dearer here 
than elsewhere, because, while we pay 
higher wages than others pay, the labor 
which we have at hand is more efficient 
than that to be obtained by the shipbuild- 
ers of other nations. 








Politics Partly Submerged by the Crisis 








Progress of Anti- 
Trust Campaign. 

HE Administration’s Anti-Trust 
bills have gone into confer- 
ence, and it remains to be seen 

what will be their final form when they 
come out of conference. Some of their 
most radical features have already been 
eliminated. 

Meanwhile, the United States Cir- 
cuit Court has ruled that the Interna- 
tional Harvester Company is in re- 
straint of trade and must dissolve. 
The case will undoubtedly be appealed 
to the Supreme Court. The Court’s 
opinion is thus briefly stated by the 
Evenmg Sun: 

In directing the dissolution of the Har- 
vester “trust” the court took advanced 
ground, ordering not only that the corpora- 
tion should be dissolved and its properties 
divided among at least three different cor- 
porations, but that the three corporations 
so formed should be of about equal size and 
without a single common stockholder. _ 

In no previous anti-trust decision, it is 
said, has the court gone so far. 

The court, however, ruled today that if 
an appeal is taken to the United States 
Supreme Court the order to dissolve within 
ninety days does not apply. 

The majority opinion was that the com- 
any, which was formed from five concerns, 
rom its organization in 1902 was in re- 
straint of trade. The court declared, how- 
ever, that while the International controlled 
from 80 to 85 per cent. in the trade in agri- 
cultural implements, its treatment of smaller 
competitors in general has been fair and 


just. 
* * * 


Federal Reserve 

Board Organizes. 
view of the grave financial prob- 
lems connected with the war, the 


| 








WOODROW—“IT’LL BE FINE AFTER YOU GET 
IN.” 





Federal Reserve Board goes into ac- 
tion none too soon. And it is fortu- 
nate that Paul Warburg is to be a mem- 
ber of it. His frank and straightfor- 
ward stand before the Senate Commit- 
tee on Banking and Currency has 
made friends for him throughout the 


country : 

My motive is that I have, as you know, 
taken a keen interest in this monetary re- 
form since I have been in this country. 
I have had the success which comes to 
few people, of starting an idea and starting 
it so that the whole country has taken it 
up and it has taken some tangible form. I 
never expected that I would be asked to 
take an active part in the management of 
this, because I thought there would be so 
much prejudice that they would never con- 
sider me, even though I should be willing 
to do it. 

When President Wilson asked me 
whether I would take this thing, and put it 
up to me in a very kind way, and asked 
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whether I was willing to make the sacrifice, 
because he thought that I was the man for 
it, I felt that I had no right to decline it, 
and I will be glad to make the sacrifice, 
because I think there is a wonderful oppor- 
tunity for bringing a great piece of con- 
structive work into successful operation, 
and it appeals to me to do that. 

The Senate has passed a bill amend- 
ing the reserve requirements for State 
institutions desiring to join the Fed- 
eral system. The House will doubt- 
less concur, and it is hoped that this 
may be the means of bringing more 
State banks into line. 


* * ok 


The Railway 
Rate Decision. 


N the excitement of war, the Rate 
Decision has attracted but little 
attention. The Commission’s ruling 
proved to be about as expected. Rail- 
road men would have liked a bigger 
increase, that goes without saying; but 
the Commission has has at least shown 
itself ready to grant increases when 
convinced that they are necessary. 
Judge Lovett doubtless summarized 
railroad opinion when he said: 

It is extremely unfortunate for the whole 
country that the Eastern trunk lines were 
denied an increase in freight rates. 

The ruling in the Central Freight Asso- 
— territory is not so bad. 

he Government cannot continue to de- 
aioe the carriers of an increase in rates 
and allow increased expenses to go on. The 
two must be dealt with sooner or later. 

George A. Post, who is president of 
a national organization of manufac- 
turing, mercantile and engineering 
concerns dealing with the railroads, 
takes a more hopeful view of the de- 
cision : 

Railway managers are frankly acknowl- 


edged to have shown ocans gad ted ent when 
they gave warning in of an im- 
pending decline in net prom The com- 


THE MAGAZINE OF WALL STREET. 





ALL THE PIE. 
Chicago Herald. 


YOU CAN’T HAVE 





mission in 1911 said: “We do not say that 
the carriers may not increase their income. 
We trust they may and confidently believe 
they will.” Three years have passed. The 
commission now declares: “We are of the 
opinion that the net operating income and 
the net corporate income of the railroads 
in official classification territory, taken as 
a whole, are smaller than is demanded in 
the interests of both the general public and 
the railroads.” It would be hard to ex- 
aggerate the importance of this tribute to 
the integrity and far-sightedness of the rail- 
way executives. They have been assailed 
as needlessly alarmed, as insincere and even 
as juggling figures. The commission has 
given them a clean bill of health in all these 
particulars. 

Railway income in official classification 
territory is definitely pronounced too low 
When the various proposed substitutes for 
: general advance in rates have been thor- 

—, tried, if the tendency of income is 
still such as to repel investment, the air will 
be cleared for dealing directly with the 
oe stated by Commissioner Daniels in 

is dissenting opinion when he says, “the 
carriers must make a better showing of 
net revenue before they can as a whole 
enlist large additional supplies of capital,” 
— 7: mae which “must be faced, not trifled 
with.’ 
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INVESTMENT : The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom. 


Guaranteed Stocks as Investments 


Advantages Obtained from Their Purchase 


By FREDERICK HILL 








HAT form of investment termed 
“Guaranteed Stocks,” is not suf- 
ficiently well known to the general in- 
vesting public, and therefore, at this 
time, when only high-grade securities 
are sought, an explanation of this de- 
sirable class of investments should be 
of considerable interest to investors. 
Chief among their attractions is their 
general exemption from personal taxa- 
tion under the laws of New York, New 
Jersey and Connecticut and from the 
1% Normal Federal Income Tax, as ex- 
plained hereafter. 

Guaranteed stocks have their divi- 
dends guaranteed by a lease made for a 
term of years (usually 99 years, 999 
years or perpetually), at a fixed annual 
rate, to some larger railroad or other 
corporation, to which, in most cases, 
the leased properties are absolutely es- 
sential and of which they form an in- 
tegral part. 


The large railroad systems are, with 
few exceptions, consolidations of 
smaller roads, which generally form 
their main lines or important branches. 
For instance, the Pennsylvania Rail- 
road Company leases the United New 
Jersey Railroad & Canal Company for 

years, agreeing to pay all operating 
expenses and interest charges, taxes, 
organization expenses and 10 per cent. 
annual dividends on its stock. This 
road is the main line of the Pennsyl- 
vania Railroad between Jersey City 


and Trenton and provides its terminal 
in the former city. 

Similarly, the Pennsylvania Com- 
pany leases the Pittsburgh, Ft. Wayne 
& Chicago Railroad Company, which 
is the main line of the Pennsylvania 
System from Pittsburgh to Chicago; 
the Delaware, Lackawanna & Western 
Railroad Company leases the Morris & 
Essex Railroad Company, which is the 
main line of the Lackawanna System 
in New Jersey and its terminal in New 
York Harbor, and the New York, Lack- 
awanna & Western Railroad Company, 
which is the main line of the Lacka- 
wanna System from Binghamton to 
Buffalo; and the Delaware & Hudson 
Company leases the Rensselaer & Sar- 
atoga Railroad Company, which forms 
the main line of the Delaware & Hud- 
son System from Troy to Lake Cham- 
plain. The great value of the leased 
roads to their lessees is thus clearly 
seen. 

FIRST LIEN OFTEN. 

Some of these stocks, such as Joliet 
& Chicago and Kansas City, St. Louis 
& Chicago preferred, guaranteed by the 
Chicago & Alton Railroad Company, 
are prior obligations to the bonds 
of the guarantor. In many cases, the 
leased roads have no bonded debt, their 
stocks being their only obligation ; con- 
sequently, these stocks, such as Pitts- 
burgh, Ft. Wayne & Chicago guaran- 
teed by the Pennsylvania Company, 
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Ft. Wayne & Jackson preferred, guar- 
anteed by the e Shore & Michigan 
Southern Railway Company; Nashville 
& Decatur, guaranteed by the Louis- 
ville & Nashville Railroad Company ; 
and Southwestern of Georgia, guaran- 
teed by the Central of Georgia Rail- 
road Company, are practically a first 
lien upon the property. 

The earnings of nearly all of the 
leased roads are well in excess of the 
rentals paid by the lessee. Many of 
the roads were leased years ago and, 
consequently, their properties have 
greatly enhanced in value. In a num- 
ber of instances improvements, extra 
tracks and other additions of great 
value have been paid for by the lessees, 
who by the terms of the lease can 
make no claim for such expenditures 
upon the leased road. In these cases 
the guaranteed stockholders have at 
times seen their property more than 
double in value and its earning power 
increase proportionately, without in- 
curring any new obligations. The in- 
trinsic security and value of the guar- 
anteed stocks have thus been greatly 
augmented. 


DIVIDENDS PRIOR OBLIGATIONS. 


The dividends on guaranteed stocks 
are prior obligations to those on the 
stock of the guaranteeing company. 
At market prices prevailing prior to the 
recent decline, the value of the securi- 
ties of various corporations to whose 
dividends payments on their guaran- 
teed stocks are prior obligations is, ap- 


proximately : 

ER ce a shecd vedcdee $540,000,000 
New York Central............. 190,000,000 
Teemots Comtral .....0ccccce sees 115,000,000 
Reading Company ............ 167,000,000 
Del., Lack. & Western......... 160,000,000 
Lake Shore & Mich. So........ 240,000,000 
Delaware & Hudson........... 60,000,000 
Western Union Tel............ 60,000,000 


FUTURE BENEFITS. 


With few exceptions, this form of in- 
vestment has no maturity date, and 
has various par values running as low 
as $25, as have bonds. 

Many of the leases out of which have 
come guaranteed stocks contain provi- 
sions, which have resulted and will re- 
sult in additional benefits to the stock- 
holders of the leased roads. For ex- 
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ample, Lake Shore & Michigan South- 
ern guaranteed stock receives 10 per 
cent. annual dividends and is entitled 
to share pro rata with the stock of the 
Lake Shore & Michigan Southern Rail- 
way Company in excess of earnings 
over 10 per cent. per annum. Morris 
& Essex stock is entitled to 7 per cent. 
annual dividends and an additional 1 
per cent., depending on earnings. 

In the year 1900, the dividend on 
the stock of the New York & Harlem 
Railroad Company was increased 2 per 
cent., through the refunding of its 7 
per cent. bonds into 3%4’s and, similar- 
ly, in October, 1909, the Albany & Sus- 
quehanna Railroad Company won its 
suit against the Delaware & Hudson 
Company, thereby obtaining an accu- 
mulated cash dividend of $30 per share 
and a substantial increase in its annual 
dividend, amounting to over 3 per cent. 
In 1911 the Georgia Railroad & Bank- 
ing Company dividend was increased 
from 11 per cent. to 12 per cent. on ac- 
count of profits from securities owned. 

The Company is still earning quite 
a large excess income over the in- 
creased dividend which will undoubt- 
edly inure to the benefit of the stock- 
holders in the future. The Gold & 
Stock pee: tay Company in addition 
to its regular 6 per cent. dividend, is 
the beneficiary of a sinking fund which 
will give the stock at the expiration of 
the lease a value of about $235 per 
share, more than double the average 
market price during the past ten years. 

An entirely new field of possible 
profit was opened up for guaranteed 
stockholders recently. Late in 1911 the 
New York Central Railroad issued a 
statement to the effect that a movement 
was to be made towards consolidating 
its lines. During the following year 
stockholders of four of its leased lines 
received a cash offer for their stocks. 
The offer was in every case well above 
the market price of the stocks, averag- 
ing from 5 to 50 points. Many of the 
stockholders sold their stocks to the 
New York Central on a 3.90 per cent. 
or 4.00 per cent. basis and reinvested in 
the guaranteed stocks of the Pennsyl- 
vania, Delaware, Lackawanna & West- 
ern and other systems on a 4.10 per 
cent. to a 6.00 per cent. basis. It is not 




















unlikely, that similar consolidations 
will be undertaken by other large sys- 
tems and many guaranteed stocks pur- 
chased at high prices by their guaran- 
tors. 

EXTRA DIVIDENDS. 

Extra dividends are frequently paid, 
as in the case of the Little Schuylkill 
Navigation Railroad & Coal Company, 
guaranteed by the Philadelphia & Read- 
ing Railway Company, and the Illinois 
& Mississippi Telegraph Company 
guaranteed by the Western Union 
Telegraph Company. 

The importance of guaranteed stocks 
as being exempt from personal taxa- 
tion should be emphasized. In general 
guaranteed stocks are exempt from 
personal taxation in New York, New 
Jersey and Connecticut and from the 
normal federal income tax of 1 per 
cent. 

Following are the New York State 
and Income Tax laws relative to the 
exemption of stocks from personal tax- 
ation. They are representative, and for 
that reason are given. Lack of space 
prevents the inclusion herein of the 
laws of various other States bearing on 
this subject, but many similarities 
exist. 

The Consolidated Laws of New 
York State, in effect February 17, 1909, 
Tax Law, Article 1, Par. 4, Subdivision 
16, provide: 

“The owner or holder of stock in an 
incorporated company, liable to taxa- 
tion on its capital, shall not be taxed as 
an individual for such stock.” 

Section B of the Federal Income Tax 
provides: “That in computing net in- 
come for the purpose of the normal tax 
there shall be allowed as deductions: 

anenthk, the amount received 
as dividends upon the stock of or from 
the net earnings of any corporation, 
joint stock company, association, or in- 
surance company which is taxable 
upon its net income as hereinafter pro- 
vided.” 

The effect of this provision is that a 
person whose income does not exceed 
$20,000 annually is not liable for any 
income tax on that portion derived 
from stock dividends as defined above. 
Moreover, a person whose income is 
derived solely from such stock divi- 
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dends and does not exceed that amount 
is not required to pay any income tax 
nor to file any statement of income 
whatever with the Governement or 
elsewhere. 


TAXATION POSITION, 


Generally it may be stated that the 
holders of guaranteed stocks are ex- 
empt from taxes levied by Government, 
State, county, town, city and village, or 
local subdivisions, such as school and 
road districts in accordance with the 
laws governing them. Because of the 
high tax rates existing practically 
everywhere, unless investments are 
made in tax-exempt securities, the net 
income therefrom is greatly reduced. 
For example, the tax rate in the bor- 
ough of Manhattan, New York City, for 
the year 1913 was 1.81 per cent., and 
if an investment were were made in 
securities liable to taxation yielding an 
annual income of 5 per cent., the net 
return would be only 3.19 per cent., 
whereas, if the investment were made 
in a 5 per cent. tax free security, the net 
return would be exactly 5 per cent. 


Assuming that “A” invests $10,000 
in 4 per cent. taxable securities at par, 
and that the tax rate is 1.50 per cent. 
per annum (in many instances it is 
higher) his gross annual income is 
$400, but from this amount must be de- 
ducted the tax, which he is obliged to 
pay of 1.50 per cent. on the $10,000 in- 
vested, which reduces his net income 
to $250. Now, assuming that “A” in- 
vests $10,000 in a 4 per cent. non-tax- 
able security, such as a guaranteed 
stock, at par, his gross annual income 
will be $400, and, since he is obliged to 
pay no tax, his net income is exactly 
the same, or a clear saving or gain of 
$150. But, as guaranteed stocks yield 
an annual income of from 4.20 to 6 per 
cent., according to the individual stock, 
“A” can, by their purchase, increase his 
income proportionately and still have 
a conservative and safe investment. 

Most bonds can now be made tax- 
exempt in New York State by the pay- 
ment of % per cent. to the State Comp- 
troller. This law may, however, be 
rescinded. No such payment to the 
State is required on guaranteed stocks. 

The stocks, which are considered the 
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best, naturally, sell at the highest prices 
(lowest income basis) and their selling 
prices are determined by their individ- 
ual value, earning power, market abil- 
ity, capital stock and bonded debt and 
importance to the guarantor and the 
strength of the guarantor. 

The trustee of an estate must be gov- 
erned, in the matter of the investments 
he may make, by the terms of the in- 
strument creating the trust. In some 
cases, he is restricted to bonds, which 
the State laws prescribe as legal invest- 
ments for trust funds. In other cases, 
he may invest only in certain railroad 
bonds, and guaranteed stocks, while in 
still other cases he is unrestricted and 
can use his own judgment as to making 
purchases. In any event, it should not 
only be his aim, but his duty, to obtain 















WALL STREET. 


as large an income as possible commen- 
surate with safety and, in order to de 
this, it is necessary for him to invest 
in tax-exempt securities. Because of 
their security and their exemption from 
taxation, guaranteed stocks are ex- 
tremely attractive investments for eé- 
tates. 
INVESTMENT POSITION. 

Summarizing the investment points 
of guaranteed stocks, we find these: 

First: Their great intrinsic value 
and strategic importance. 

Second: Their general exemption in 
the hands of holders from the 1 per 
cent. normal federal income tax. 

Third: Their security of principal and 
permanence of dividends, safeguarded 
by their own earnings and the earnings 
of their guarantors. 


The following is a list of the more active and well known Guaranteed stocks, with 
the Guarantor, dividend payment dates, rate of dividend and selling price as of August 1. 
The income yield may be obtained by dividing the dividend rate by the selling price. 


Selling 

price, 

Stock— (Guarantor) Rate. Fo 1. 
Alb, & Sus. (D. ee bbGe ces Ae a 265 
Alleg. & Wst. (B. R. & P.).. 135 
Atl. & Char. Air L. (So. Ry.).. 202 
Aug. & Sav. (C. of Ga.)........ 4 105 
Beech Creek (N. Y. Cent.)..... 4 92 
cay 0 See Av. (N. Y. Rys.)..10 175 
B’klyn Cy ay ag R. Tran.)...8- 7 176 
kg Sy a >) ae 63 
Git Phi 83 (F & &) Aba 5 ; 112 
Com @ oem. CD. L.. W.). 2.2000. 9 205 
Cin., S.& C. Pf. (C.C.C.&S.L.) 6 137 
Clev. & Pitt. (Penn.) ati eredties 7 163 
Clev. & Pitt. swy (Penn.).. : 93 
Delaware (P. B. & W)........ 180 
Del. & B’d Br’k (P. & R.)...... 185 
Det. Hs. & S’west (L.S.& M.S.) 4 92 
hth Av. (N. Y. Ry.)........ 330 
Erie & Kal. (L. S. & M. S.).... 9.75 210 
Erie & Pitts. (Penn.).......... . 140 
Ft. Way. & J. Pf. (L.S.&M.S.) 5% 125 
ay 4 St. &G St. F ( x hede > 240 
B. (D.&N.& A.C. L.)....12 262 

Gold & Stk Tel. (West. Un.).... 6 120 
Grand Riv. Val. (Mich. Cent.).. 5 115 
Ill. C. L’sed Line (Ill. Cent.)... 4 85 
Ill. & Miss. Tel (West. Un.).... 4 73 
ree 9 = (West. Un.).. 6 100 
e ysy Cent.). 3% 80 

afek & chet 4 9 ° heer 7 140 
al., All. & G. R. (L. S. A M.S.) 59 135 
Lackawanna R. R. of N. ae 97 
Lake S. & M. S. (L. S., S.)..18 465 
Little Miami (P., C., C. & St. L.) 86 207 


Selling 

price, 

Stock— (Guarantor) Rate. Aug. 1. 
Little S. N. & C. (P. & R.).... 5 116 
Louis. & Miss. Riv. Pfd. (C&A). 7 130 
Mahoning C. Pfd. (L.S.& M.S.). 5 106 
Man. El. Ry. (Inter. Rap. Tr.)... 7 128 
Mobile & Birm. Pf. (So. Ry.).. 4 75 
Mobile & O. Tr. Cfs. (So. Ry.).. 4 77 
Morris & Essex (D. - & W.).. 7 170 
Nash. & Dec. (L. & N.)........ 7 190 
N. Y. & H. (N.Y. C& NY Ry.).. 14 360 
N. Y., L. & W. (D. L. & W.)... 5 117 
North Car. (So. Ry.) ee ee 7 170 
Northern New Jersey (Erie)... 4 82 
Northwest. Tel. (West. Un.).. 6 114 
Osw. & Syracuse (D., L. & W.). 9 205 
Pac. & Atl. Tel. (W. Un.)...... 4 72 
P B&LECm. (B&LE&US Stl.).. 3 65 
P B&LE Pf. (B&LE&US Stl.).. 6 130 
P Ft. W. & C. Reg. (Penn.)... 7 163 
» Ft. W. & C. gy a: 7 155 
a & Star. (D. & H.).. s 180 
Rut. & W’hall (D. & H.)...... 6 134 
Sixth Av. (N. Y. Rys.).. 7 120 
So’west. of Ga. (C. of Ga.).. _ 106 
South. & Atl. Tel. (W. Un.).. 5 95 
St.L Bdge 1Pf.(TRR Assn. St.L.) 6 115 
~ L. , e 2Pf.(TRRAssn.St.L.) 3 57 
ts ae i A oh RS 165 
Lou.(TRR As.St.L.).. 6 115 

Twenty thivd St. (N. Y. Ry.)...18 260 
Un. N. J. & Can. (Penn.)...... 10 229 
Ut., C. & Sus. Vy. (D., L. & W.) 6 142 
Val. R. R. (D. L. & W.).. 5 117 
Warren R. R. (D., a &W)....7 162 






































Buying Stocks on the Partial 
Payment Plan 
How It Works to the Advantage of the Small Investor 


By PAUL S. SHELDON 
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HE Partial Payment Rlan was de- 
vised some years ago to meet the 
need of the investor having a reg- 

ular income, who wished to invest while 
he was saving. It has been extremely 
successful ever since introduction, and 
since the panic of 1914, it can be said to 
have earned the reputation of “time-tried 
and panic-tested.” 

Essentially, the Partial Payment Plan 
is like any installment method of buying 
any commodity. An initial deposit of a 
certain amount secures any high-grade, 
listed stock or bond, and monthly pay- 
ments complete the purchase. As an in- 
vestment method, the Partial Payment 
Plan has several important advantages. 
It keeps the investor’s capital in a form 
in which it can be instantly converted into 
cash, it is of great aid in establishing a 
habit of systematic saving, and it permits 
the man whose ready capital is limited to 
buy a larger amount of stocks than he 
can afford to pay for at once, at a time 
when prices are low, and the income yield 
is high. 

The latter feature of the Partial Pay- 
ment Plan is perhaps the most important 
advantage which it possesses. When a 
panic comes, as it has every five or ten 
years, the investor whose funds are lim- 
ited, can step in and make purchases at 
low prices. He does not have to have 
enough money to pay for stocks outright, 
for he knows that he can complete his 
payments by depositing a certain amount 
from his earnings. In this way he can 
buy securities which will yield a large in- 
come while he holds them, and when the 
recovery from the panic takes place, he 
can sell his securities without difficulty 
and obtain a handsome profit. 

An explanation of the details of the 
Partial Payment Plan may perhaps be 


of interest. As we have said, the plan 
does not differ essentially from any 
method of buying a commodity on in- 
stallments. The man who buys a house 
worth, say, $5,000, for an initial payment 
of $1,000, and semi-annual installments 
of $250 over and above the amount of 
his interest, will, in the course of time, 
have his house paid for. While paying 
for it, he has the use of the house. In like 
manner the man who buys ten or twenty 
shares of stock on the Partial Payment 
Plan, has the use of the stock, as all divi- 
dends which the stock pays from the time 
of purchase are credited to him, and his 
money earns a liberal income. Each pay- 
ment he makes, naturally decreases the 
amount he owes, and so the interest he 
receives becomes larger with each pay- 
ment, 

As the securities which most persons 
buy yield as much as or more than the in- 
terest they are charged on the amount 
they owe, the buyer of securities on this 
plan does not lose anything when com- 
pared to the man who makes an outright 
purchase, but as a matter of fact, he gains 
to some extent. This can be best illus- 
trated by an example. Let us say that 
John Doe buys ten shares of Southern 
Pacific at a price of 90. At this price 
the stock yields 634 per cent., for it pays 
dividends at the rate of 6 per cent. on its 
par value of $100 per share. The initial 
payment of ten shares of this stock under 
the Partial Payment Plan as operated by 
one firm, would amount to $200. 

The owner of the stock would be re- 
ceiving interest on the ten shares of a 
par value of $1,000 at the rate of 6 per 
cent., or $60 per annum. He would owe 
$700 on this stock, and on this debit bal- 
ance he would be charged 6 per cent, or 
$42 per year. If he were to make no 
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yments for one year, he would receive 
$18 per year interest on the $200, or an 
income of 9 per cent. However, the 
monthly payments reduce the rate of in- 
come somewhat, as the greater the 
amount owed, the greater will be the in- 
come in all cases where the stock yields 
more than the amount of the debit bal- 
ance. From this it can be easily seen 
that the man who buys stock on the Par- 
tial Payment Plan does not suffer in com- 
parison with the man who pays for the 
stock in full at the time of purchase, un- 
less the stock sells at a price at which 
it yields less than the interest charged on 
the debit balance. 

The Partial Payment Plan is, there- 
fore, just a method for buying stocks on 
installments. But unlike most commodi- 
ties which can be purchased on install- 
ments, the buyer does not have to pay a 
higher price than the cash purchaser. 
The stocks which he buys are bought in 
the open market, at the best price obtain- 
able at the time his order is given, or 
at a price fixed by him. There is no dif- 
ference between the execution of such an 
order and an order to buy stock outright. 

Although there are slight differences in 
the Partial Payment Plan as operated by 
the three or four brokers who have 
adopted this method, the plan of each is 
nearly the same. It is possible that the 
exact payments may be of interest and a 
table of the amounts required by one is 
submitted herewith. 

A question which is asked by many 
people in connection with this plan is: 
“Suppose I fail to pay one of my monthly 
installments, do I forfeit the amount paid 
in?” This is, of course, not the case, as 
the account merely becomes a marginal 





OF 








WALL STREET. 








account, and the holder would lose his 
money only in case the stock in the ac- 
count were to decline to a point where 
his margin became very low. If the 
holder of stocks needs money at any time, 
he can sell out his securities and obtain 
all his payments, less charges for com- 
missions and interest, and less any loss, 
or plus any profit. 

A great many people will doubtless be 
interested in the trial which the Partial 
Payment Plan has undergone in the re- 
cent panic. In normal times no one ques- 
tioned the soundness of the plan, and as 
long as stocks advanced or stood still, it 
was obvious that the purchasers would 
not suffer. The question still remained, 
nevertheless, “What will happen when 
another panic comes?” Will those who 
have bought stocks be in a sufficiently 
strong position to guard against the tre- 
mendous and rapid declines which are 
certain to come at some time, or will they 
be forced, like marginal holders, to throw 
over their stocks and thus lose a large 
part of their savings? 

We can say emphatically that this has 
not been the case. When one looks at 
the table payments it can be seen that the 
average initial payment amounts to about 
25 per cent. of the value of the securities, 
and in many cases it is even greater. 
Each month the buyer deposits from five 
to ten per cent. in addition. An account 
that had been running for two or three 
months would therefore be in an almost 
impregnable condition. An account six 
months old would have paid more than 
half of the amount due in over 90 per 
cent. of the cases, and a decline in prices 
to a level of 50 per cent. of the original 
value hardly ever has been known to oc- 








Table Showing Initial and Monthly Payments for Stocks and 
Bonds on Partial Payment Plan. 


First cash Monthly 

payment. payment. 
Stocks selling from $150 to oT ge” ae eer $50 $5 
Stocks selling from $100 to $150 per share .............. 30 5 
Stocks selling from to $100 per share .............. 20 5 
Stocks selling from SD B50 PEF GBBTE 0:00 os. cccveeee 15 3 
an os Die a Ones teeta aman eee b 10 2 
DMT Adee ook cticesCedvacdawececesceet per bond. .$100 $50 
SPE ils ode d 29% Ah Cac eves be cocessceses 2 


























cur in this length of time. Furthermore, 
the majority of accounts are well 
diversified. 

Instead of buying ten shares of one 
stock most customers buy one or two 
shares of a number of different stocks. 
This means that in the case of a very 
severe decline in one particular issue, 
such as will sometimes occur, the account 
is still in strong shape. It has been found 
that the only accounts which would cause 
the holders to have the slightest worry 
are those in which the whole investment 
is in one security, or those in which there 
is entirely too large a percentage of any 
one security. Not a single customer has 
been sold out on this account, however, 
and it would take a considerably greater 
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decline than we experienced in July to 
cause even a small percentage of Partial 
Payment buyers to fear the outcome. 
Not only has the decline in stocks been 
a cause of no worriment to the Partial 
Payment buyers, but many have shown 
a desire to take on more stocks at 
the low figures made in July. The 
showing of partial payment accounts is 
generally splendid. This is one of the 
times that the full advantage of the 
Partial Payment Plan as a most import- 
ant investment medium will be recog- 
nized, and those who buy stocks in this 
way when the market re-opens, will reap 
the benefit of their foresight before many 
months have passed. Within eighteen 
months substantial profits may appear. 

















Bank of England Rate 








NTIL the war, when it went to 10 per cent., the Bank of England rate had 

not been raised to 8 per cent. since 1866. The following table shows the 

occasions on which, in the past seventy-five years, the bank has fixed an 8 per 
cent. rate or higher. They were all panic periods. 
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Suspension of the Bank act of 1844 means that the British Government 
authorizes the bank to issue notes without observing the requirement that cach 
outstanding note must be covered by an equivalent amount of gold in the bank’s 


own vaults. The Bank act had not been suspended since 1866. 
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Why Do People Refuse to Buy 
at Low Prices? 


By WILLIAM T. CONNORS 
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Y active experience in the mar- 
kets covers five stock exchange 
crises of greater or less sever- 

ity—1901, 1903, 1907, 1910 and 1914. In 
each instance I have had occasion to dis- 
cuss conditions with a considerable num- 
ber of prospective investors, only a few 
of whom bought stock anywhere near the 
low prices. 

This is not an unusual experience. 
Every customers’ man, room manager, 
or investment adviser in any capacity will 
tell you the same thing. Brokers almost 
exhaust their ingenuity in trying to get 
their customers to buy when prices are 
low, and as a rule with very poor suc- 
cess. 

In the stock exchange panic of May 9, 
1901, there was scarcely any opportunity 
to buy at bottom prices because thie re- 
covery was almost as rapid as the break. 
It was all a matter of minutes. But when 
the next reaction came prices were still 
low and I begged customers with tears 
in my eyes—metaphorically speaking—to 
pick up a few stocks. A few did, but 
many more didn’t. Their favorite reason 
for not buying was something like this: 

“We have had a period of the wildest 
speculation ever known, with the public 
loaded to the guards with stocks, good, 
bad and indifferent, followed by the most 
sensational panic ever known. The 
wreckage of this situation can’t be cleared 
up in a moment. A single half hour’s 
wild break hasn’t relieved the public of 
its load. We shall see a lot more 
liquidation.” 

Nevertheless, prices advanced pretty 
steadily and went higher than ever in 
1902. 


* * * 


[X 1903 we heard a very different story. 

The reasons for not buying then 
were about as follows: 

“Millions and millions of stock cer- 





tificates have been run off the presses 
with nothing behind them but water. A 
lot of these top-heavy trusts have got to 
go to the wall. Wait till we have half 
a dozen big failures—then perhaps it will 
be time to buy.” 

The big failures never came, but Steel 
common did go down to about half the 
price it was when I was urging my 
friends to buy it (the bottom price was 
83% in 1904), so of course they all said: 
“Look where I would have been now if 
I had taken your advice.” Nevertheless, 
Steel common was soon back to 50 again 
and other stocks at proportionate prices. 

In 1907 I bought Steel common my- 
self at 22 and a fraction, on the Monday 
morning after the worst bank statement 
ever seen in the history of the country. 
I tried to get others to do the same and 
some of them did. But most of them 
argued in this wise: 

“The conditions are absolutely unpre- 
cedented. I never saw a panic like this, 
and neither did anybody else. Even the 
banks are scared to death and they are 
all scrambling for real money, and there 
isn’t a cent to be had. I feel as though 
almost anything might happen. Prices 
are low, as you say, but I don’t dare to 
buy anything until things look a little 
more settled.” : 

Of course, when things did begin to 
look more settled, prices were up ten 
points or more all along the line. 

* * * 

]X 1910 we had only a very mild stock 

exchange crisis—hardly more than a 
severe slump—but prices reached a low 
plane compared with general conditions. 
The Pearson-Farquhar syndicate became 
overloaded with stocks and found it prac- 
tically impossible to liquidate. When 
prices were breaking rapidly, this was 
the sort of come-back I got over the 
‘phone: 























“Yes, prices are low, but not nearly so 
low as in 1907 or 1903. It’s three years 
since the last panic now—we're about due 
for another one. They tell me that some 
big people are in trouble and that there 
is a lot of liquidation ahead before they 
can get relief. Business is bad, too—my 
receipts this month so far are twenty per 
cent. behind last year. However, when 
this crowd get through their selling it 
ought to be all right to pick up a few 
stocks.” 

Then, as you remember, the syndicate’s 
load of stocks was taken over by Kuhn- 
Loeb at private sale and quotations 
bounded up very rapidly. 

There was a big decline, although 
without anything like a crisis, in 1911, 
as a result of heavy sales of our stocks 
from abroad and of the filing of the anti- 
trust suits by the government. Then I 
was told that it was no use to expect bet- 
ter conditions if the government was go- 
ing to run amuck with its destructive 
policies, that business was duller than it 
had been before since 1908, etc. 

At the present time I meet the usual 
number of objections to the idea of buy- 
ing. 
“The world has never before seen such 
a war as this,” they tell me. “There is 
absolutely no telling what will happen. 
If I were to buy stocks I should simply 
be taking a plunge in the dark, for no- 
body on earth knows where this thing is 
going to end. It seems to me that the 
terrible destruction of life and capital 
may paralyze the industry of the whole 
world.” And more to the same effect, 
along with numerous other reasons. 


* * * 


OW when I sit down to reflect on 
the subject, the first thing that 
strikes me is that the reasons ad- 
vanced for not buying were hardly ever 
twice alike—and yet, in every case ex- 
cept possibly 1914, which is not yet de- 
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cided, those reasons were always wrong 
whatever they were. 

I don’t mean that I always picked the 
bottom of all these big declines, of course. 
What I mean is that the man who 
bought stocks when I urged him to, and 
held them for a longer or shorter time, 
would have made money. 

It seems pretty clear to me that the 
real reasons why people won’t buy at 
such times are: 

(1) They pay too much attention to 
the sensational news which always ac- 
companies a crisis, and to the wild price 
movements which always appear, and not 
enough to the level of prices in com- 
parison with the real value of the stocks. 

(2) Procrastination—they always 
have sixteen reasons for putting off the 
actual purchase. 

In addition, I suppose many men really 
haven’t the courage to jump in and buy 
on a falling market, but I don’t come in 
contact with such people very much. 
Most of my friends are business men, 
and not lacking in nerve. 

More people would make money, and 
breaks in the market would be less severe, 
if investors could be induced to fix their 
eyes on prices and values alone in a time 
of uncertainty and confusion. 

We may be sure that every crisis is 
going to exhibit new features. In fact, 
that is one of the principal reasons why 
it becomes a crisis—people are in doubt 
as to the effects of new developments, 
different from any they have before ex- 
perienced. 

To make money at such a time, a man 
has got to cut loose from his puzzling 
over the effect of this and that, and get 
down to the rock bottom question—Is 
this stock sure to be worth, under nor- 
mal conditions, more than it is now sell- 
ing for? For normal conditions are cer- 
tain to be restored some time, no matter 
what may be the disasters that seem to 
threaten. 





Wall Street Puckerings 
WEEN the bears make a target of the market they are sure to hit the bull's 
eye. 





It’s a wonder some bright Congressman has not accused the railroads of 
petty larceny because of their little steel orders. 





When Congress adjourns, business begins. 





















had large experience in oil investments. 
cipal aspects.— 


EDITOR. 


Oil Investments from a Practical 
Standpoint 


No. II.—Transportation of Petroleum 
By JO. P. CAPPEAU, Jr. 














This is the second of a series of articles of this character from the author, who has 
They will take up the subject in ali its prin- 
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NDER the same heading, if the 
oil country served is practically 
a continuous field, for instance, 
the Eastern Illinois field served by the 
Ohio Oil Co., which is practically solid 
production north and south for three 
counties, or the Trenton Rock field in 
Ohio, served by the Buckeye Pipe Line, 
or the Glenn pool and territory adjacent 
in Oklahoma, which Gulf Pipe Line 
works, the work of gathering the crude 
from the wells is much less expensive 
than when the pools are small and 
widely scattered, as they are in Ken- 
tucky, or in a mountainous country of 
widely scattered pools of fair size, as 
they are in West Virginia. 

In addition to the advantages of 
compactness, the physical condition of 
the country is of natural importance, 
as in trunk lines. Another point, 
which does not apply so vitally to trunk 
lines, however, is the future of your 
gathering system. Is the country it is 
serving whipped with no chance for 
new pools of any size, but only small 
stuff that will require extensions to 
reach but will take a long time to pay 
for them, or has it chances that some- 
thing big will be opened up in the ter- 
ritory it covers? Other things being 
equal, the pipe line that has a chance 
to reach new large fields with a mini- 
mum of expense is far preferable to one 
where only small stuff can be expected. 
This factor makes the possible gamble 
in pipe lines with gathering systems 
which trunk lines do not possess. 

Outside of pipe lines, which, as has 
been pointed out, are the most rapid 
and economical method of transportin 
oil, there are two other methods o 
transporting petroleum and its prod- 
ucts in active use today, namely, by 





water via tank steamers and barges 
and by rail with tank cars. Each has 
its distinctive uses and are survivals of 
the original methods of transportation. 
All the large refining companies with 
seaboard connections own, as a rule 
their own fleet of seagoing oil carriers. 
Judging from the number built in the 
past few years and number under con- 
struction at this time, the business 
must show handsome profits. Although 
tank steamers were built originally to 
carry only refined products, in recent 
years the increased production of crude 
oil in Mexico with small refining facili- 
ties in that country has diverted many 
steamers and barges to transporting 
Mexican crude to this country and Eu- 
rope. The large increase of light oils 
in Louisiana and Texas has also 
brought a great deal of this oil in a 
crude state to the Atlantic seaboard by 
tankers. At the present time, we know 
of no company operating tank steam- 
ers exclusively whose balance sheet is 
available, but believe that same would 
be of considerable interest to the oil 
fraternity in general. 

As previously stated, the first trans- 
portation of crude was via rail in bar- 
rels, and later flat cars having two 
small wooden tanks, holding 75 to 125 
barrels came into use. These tanks 
were small and evaporation large, and 
owing to their being built directly over 
the trucks, to prevent the car buckling, 
did not give a very large capacity. The 
first tubular iron tank car, the forerun- 
ner of the present ones, was built in 
{une 1870. With the exception of the 

nion Tank Line, and a few small 
companies that spring up from time to 
time when there is a flush production 
in some particular field, tank cars as a 































rule are owned by the refineries and 
used to transport their refined products 
to the markets. 

Where a refinery is located away 
from pipe line facilities, tank cars are 
used to transport the crude to the re- 
finery, as well as the refined products 
to market. However, at this time, as a 
method of transporting crude, the tank 
car is practically a thing of the past, 
the only time it gets in much work 
nowadays is when a new field is 
opened up that is not of sufficient im- 
portance to command pipe line con- 
nections with the main trunk lines, in 
which case a small pipe line is usually 
laid to the nearest railroad points, when 
there is an overproduction in some par- 
ticular field, as is the case at Cushing 
and Healdton in Oklahoma at this writ- 
ing and when a field becomes so small 
that owing to the cost of collection the 
pipe line is taken out. 

On June 22, 1914, the long waited 
decision of the United States Supreme 
Court on what was commonly called 
“The Common Carrier Case,” was 
handed down, and in brief declared 
that all pipe lines for the transporta- 
tion of crude oil, doing an interstate 
business, were to be classed as com- 
mon carriers and be under the direct 
regulation of the Interstate Commerce 
Commission and that they were im- 
mediately to file their rates with the 
said commission. The companies af- 
fected by this ruling were the Prairie 
Oil & Gas Co., Standard Oil Co. of 
New Jersey, Standard Oil Co. of 
Louisiana, the Ohio Oil Co. and Tide- 
water Pipe Line Co., while the Uncle 
Sam Oil Co. was exempted by reason of 
the fact that they transported only 
their own production for their own 
refinery. 

Although it is too early to foretell 
the actual working out of this decision, 
some facts appear that would tend to 
confusion in practice. There is some 
doubt whether the pipe lines affected 
can continue to purchase crude oil di- 
rect from the producers or whether a 
—— purchasing agency, such as the 

eep Purchasing Agency in the East, 
will be set up in Oklahoma, Louisiana 
and Illinois, or whether the pipe lines 
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will take the stand that the producer 
will have to find his own market, 
which would lead to shopping by the 
refiners among the producers, and nat- 
urally a very unstable market and work 
a hardship on the small producer who 
could not make contracts to supply 
sufficient crude to attract refiners con- 
tracts. 

Another point is that of delivery. 
As the decision stands now, it makes 
no provision for the extension or en- 
largement of any pipe line terminals, 
and as pipe line deliveries are a con- 
tinuous process, some provisions must 
be made to take the oil contracted for 
as it is delivered. Owing to the fact 
that different grades of oil go through 
the same line, to insure delivery of the 
grade contracted for, the minimum 
amount that the pipe lines can accept 
must be very, very large. No doubt 
these items will be worked out sooner 
or later, but as the decision stands, 
practically the only people benefited 
are the refiners and the large producers 
who have sufficient daily production to 
enable them to make contracts of large 
enough size to be accepted by the pipe 
lines. 

The eastern lines, practically all of 
whom are only intrastate, have been 
common carriers for years, and as far 
as known, the amount of oil offered them 
for individual transportation has been 
practically negligible. Their rates and 
minimum amounts are on file and the 
only possible effect that the decision 
can have on them is the fact that in 
adjusting through rates from Okla- 
homa to the Atlantic seaboard, they 
may have some reduction in their pro- 
portions. As shown by rates filed, the 
local charges by the eastern lines is 
now very much less than freight rates 
for the same distances, so that there 
does not seem much chance of any large 
reductions there. 

The present understanding is that a 
physical valuation of the pipe lines held 
by the companies affected by the deci- 
sion will be made before any rate basis 
will be settled on, and in this case, the 
1914 pipe line earnings of these com- 
panies seem to be immune. 
(Concluded.) 
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Monthly Net Earnings 











HIS table gives the returns of the principal railroads down to latest dates available, and 


should be studied in connection with the “Bargain Indicator,” 
and the “Investment Digest,” where other details of earnings will often be found. 
Stock outstanding 


Atch., Top. & S. Fe....... June $3,073,658 
Atlantic Coast Linet....... June 
Baltimore & Ohio.......... June 
Boston & Maine........... May 
Buff., Rochester & Pittsb...June 
Canadian Pacifict ......... June 
Central of Georgia......... May 
Central R. R. of N. J...... May 
Chesapeake & Ohio........ June 
Chicago & Altonf.......... May 
Chic., Burl. & Quincy...... May 
Chic. Gt. Western.......... June 
Chic., Mil. & St. Paul..... June 
Chic, & Northwesternf..... June 
Cleve., Cin., Chic. & St. L..June 
Colorado & Southern....... June 
Delaware & Hudson........ June 


Del., Lack. & Western..... June 
Denver & Rio Grandet..... June 


BE Fo dhbse ls cadees sc cccve June 
Great Nerthera dla veaee site June 
Hocking Valley ........... May 
Illinois Centralg .......... June 
Kansas City Southern..... June 
Lake Erie & Western...... June 
Lake Shore & Mich. So....June 
Lehigh Valley ..........+. May 
Long Islandg ............. June 
Louisville & Nashville. ..... May 
Michigan Central ......... June 
Minn. & St. Louist........ June 
Minn., St. P. & S. S. Mariet..June 
Mo., Kansas & Texas...... June 
Missouri Pacifict ......... May 


National Rys. of Mexico§. .June 
N. Y¥. Cen. & Hud. River. .June 
N. Y., Chic. & St. Louis. ..June 
N. Y., New Haven & Hart..May 











N. Y., Ont. & Westernt....June 
Norfolk & Western........ une 
No: : ia ai anesoas 
—: wania R. R.t....... un 
a rquettet ......... — def. 16, 431 
ittsb., Cin., Chic. & St. L.t..June 
ads 2 eR 5 apie ay 
Rock Island Lines........ -June 
Seaboard Air Linet........ une 
Louis & San Fran..... a 
st. Louis Southweste une 
southern Pacifict ..... +++sJune 
thern Railway ........ une 
T Th eneckssecd une 
Tol., St. L. & Western....May 
Union voces Se gsgcdebl une 
WEEN > acncctsececccsccs 
Western Maryland ....... 
Wheeling & Erie. . une 


~~ *Fiscal —s a une 30. {Fiscal year ends Dec. 31. 
§These resu 


une "196.346 
‘June def. 27, "a30 


exican currency. 


Change from 
last year. 


+$321,014 


—52,238 
—778,590 
+14,962 
—52,744 
—292,129 
—38,741 
—108,238 
—99,584 
—23,972 
—204,419 
—64,239 
+211,113 
—259,071 
+203,136 
+110,970 
—27,283 
+52,723 
+150,571 
—294,387 
—516,048 
—140,290 
—364,523 
+135,192 
+24,693 
—125,676 
445,363 
432,261 
—63,142 
—3,717 
—33,193 
—72,028 
4+243,346 
—598,312 
—197,057 
+357,714 
—118,543 
+270,104 


Fiscal yr. 
to date. 


$37,640,436* 


9,059,651* 


25,356,548* 


8,262,786* 
2,771,472" 
42,425,928* 
3,365,366" 
10,689,561* 
11,036,084* 
1,438,638" 
28,440,529" 
3,429,354* 
30,452,630" 
22,925,729" 
1,201,195¢ 
3,476,734" 
3,151,115¢ 
14,197,875" 
6,123,563" 
12,759,568" 
28,922,093* 
2,062,095* 
11,739,475* 
4,083,133* 
458,903t 
5,753,249¢ 
10,710,723" 
1,026,260t 
13,886,979" 
3,477,033¢ 
2,288,550* 
5,326,094* 
8,799,069" 
12,982,050* 
2,286,610* 
9,822,522¢ 
614,433¢ 
16,493,035* 
2,109,327" 
14,534,777* 
24, 344, 554* 
15,529,9097 


def. 1 762, 145* 


7777 
1,828,831* 
17,208,167* 
6,981,363* 
9,239,732* 


06* 
2,363,098* 


Change from 


last fise. yr. 


—$1,613,281 


—976,412 
—2,419,946 
—982,814 
—509,883 
—3,819,944 
—35,790 
—1,925,575 
+402,366 
—403,636 
—1,380,519 
—311,122 
—747,457 
—1,735,040 
—663,215 
—977,971 
—1,145,990 
—1,036,938 
—326,996 
—3,741,030 
— 3,903,858 
—451,631 
+488,627 
+23,981 
—67,742 
—2,969,815 
—2,092,004 
+210,527 
—57,513 
—1,298,841 
—328,823 
—2,689,396 
—738,777 
—880,219 


—18,839,726 


— 1,666,397 
—609,924 
—2,861,784 


192! 
+415, 961 


which shows annual results 


(in millions). 
Pref. Com. 
114 195 
pee 67 
60 182 
3 39 
6 10 
74 260 
15 5 
None 27 
se 62 
19 19 
None 110 
44 45 
116 116 
22 130 
10 47 
Ist, 8; 2d, 8 31 
None 42 
None 42 
49 38 
Ist, 47; 2d,16 112 
230 None 
None 11 
None 109 
21 30 
il il 
None 49 
_ 60 
None 12 
None 72 
None 18 
5 15 
12 25 
13 63 
None 82 
Ist, 57; 2d, 240 149 
‘None 225 
Ist, 5; 2d, 11 14 
None 157 
None 58 
23 107 
None 248 
None 499 
12 14 
Ist, 28 24, 42 70 

st, 2d, 42 

9 90 
23 37 
Ist, 4; 2d, 15 28 
19 16 
None 272 
120 
None 38 
10 10 
99 222 
39 $3 
10 49 
Ist, 4; 2d, 11 20 


tNet earnings are after deducting taxes. 




















Municipal Ownership of Public 
Utilities 
Some Pertinent Facts About This Great Investment Field 
By ARTHUR WILLIAMS 



































(Continued from August issue.) 


HERE has been recently published 
a booklet of thirty-two pages en- 
titled “What the English People 
Think of Their National Telephone,” 
composed entirely of complaining letters 
addressed to and published by the Times, 
of London, during the single month of 
December, 1913. Imagine anyone collect- 
ing thirty-two pages of complaining let- 
ters published in one of our leading 
metropolitan journals during a single 
month. If relating to a private enter- 
prise, how long would the corporation 
endure? 


MUNICIPAL TELEPHONE OPERATION COSTS 
MORE, 


Some may think this inadequacy of 
service justified by low cost. It has been 
estimated that the average annual cost 
of a telephone in this country is slightly 
over $30. In Switzerland and the 
Netherlands the rates average about 33 
per cent. more than in this country; in 
Sweden, Denmark and Norway, about 
100 per cent. more; in Great Britain and 
Germany, 120 per cent.; in Russia, 150 
per cent., and in France, 200 per cent. 
more than in this country. In all, except- 
ing to a limited degree in Sweden, the 
service bears no comparison either in ex- 
tent or character with that to be obtained 
here. 

GLASGOW’S TRAMWAYS. 

The City of Glasgow has been held up 
as one of the best examples to be found 
anywhere in the operation of street car 
lines. The service of these tramways is 
excellent, but not as good as our own. 
The mileage of the service is approxi- 
mately half of such cities as Boston and 
Brooklyn, where the population may be 
compared with Glasgow. The investment 
of public money in the tramways is $17,- 
500,000. The average fare, paid on the 
“zone” system, is between three and four 





American cents. When transfers are 
considered, this price is approximately 
the rate charged in the two American 
cities to which reference has been made. 
Those living in the Glasgow suburbs, 
however, pay twice the American fare 
for corresponding service. The wages 
of the working classes average approx- 
imately half our American wages, so that 
the relative difference in the cost of 
transportation is still greater. 

The contribution of the tram systems 
of Glasgow in the form of taxes average 
about 35 cents annually per capita, while 
in Boston and in Brooklyn the average 
tax contribution is much in excess of $1 
per capita, or more than three times Glas- 
gow’s tramway contribution to the cost 
of conducting the affairs of the city. 


MUNICIPAL GAS IN PHILADELPHIA. 


The former municipal gas plant in 
Philadelphia has been discarded for some 
yeats, and the lessons it taught have been 
largely forgotten. Yet the admitted con- 
dition existing as a result of the opera- 
tions of the old “gas ring” of Phila- 
delphia showed that the management 
of a great municipal undertaking of 
this character, carried a power for 
graft and wrongdoing of which no 
privately owned corporation of this 
country has ever been guilty. Under 
municipal ownership the prices were 
high, the service was poor, extensions 
were most inadequate to meet the needs 
of the public, and in the last year of 
operation the deficit approximated 
$400,000. The whole thing became 
so noxious that after years of effort the 
people of the city were able to break the 
ring and to substitute private for public 
operation of this property. The result 
has been service of the highest attainable 
standards, a degree of adequacy and of 
extension which has met the fullest de- 
mands of the public, a series of reduc- 
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tions in price and, instead of an annual 
defict of $400,000, an annual income for 
the relief of taxes in general, which for 
the year 1912 amounted to $1,369,966. 
CHICAGO’S MUNICIPAL PLANT. 

The City of Chicago conducts a muni- 
cipal plant for the illumination of her 
highways. It is suggested that any one 
visiting that city compare the street light- 
ing standards with those of Philadelphia, 
Boston or New York or any of our larger 
cities where the service is purchased by 
the municipality from private supply. 
That Chicago’s plant subjected the city 
to a loss of nearly $225, in 1911, my 
last year of available information, is the 
least important of the indictments to be 
found against the system. 


NEW YORK’S EXPERIMENT. 


Our own city a few years ago under- 
took the construction of a municipal 
lighting plant for one of the bridges and 
some adjacent city property. After a 
loss of $108,933.32, as reported by the 
experts, the municipal project was aban- 
doned in favor of a private corporation. 

MUNICIPAL FERRIES OF NEW YORK. 

For a long time the Municipal Ferries 
of New York City were held up to the 
public view as splendid examples of 
economy in Municipal Ownership. An 
investigation, however, showed that these 
ferries, instead of operating at large 
profit were conducted at an annual loss 
of about $1,000,000. 


MUNICIPAL FAILURES IN GENERAL. 


No less than 211 examples of munic- 
ipal lighting plants exist, each carefully 
verified, in which municipal ownership, 
or its near equivalent, municipa) opera- 
tion, has been abandoned. This state- 
ment is made upon detailed information 
secured in every case from the Mayors, 
the Town Clerks or other city officials 
of each municipality in which the aban- 
donment of public and the substitution 
of private service has taken place. 


PUBLIC SERVICE COMMISSIONS. 
While there may be and doubtless are 


THE MAGAZINE OF WALL STREET. 


many objections to any common owner- 
ship of our system of railways, yet the 
most violent agitator would hardly wish 
to go back to the times when one was 
compelled to make a half or a full dozen 
changes between New York and Chi- 
cago. All this means a kind of monopoly 
—objectionable as the word itself sounds 
—which we may term a “natural mon- 
opoly,” for it is not only in the technical 
and managerial interest of the utility it- 
self, but directly in the interest of the 
people, individually and _ collectively. 

any accepting these views upon the 
question of monopoly, fearful, however, 
of the power their management might 
give into the hands of a few men felt that 
the only alternative was their ownership 
and operation by the public. 

An alternative is now on trial in this 
country, thus far with promising results 
of ultimate success. This is the Public 
Service Commission. Commissions now 
exist in 45 of our states, and in all of 
the others there are legal bodies possess- 
ing varying degrees of regulatory power 
through which in every practical sense 
the people at large are entering into all 
questions of investment, operation and 
price. Instead of public ownership, and 
operation, the safe and economic method 
should be private ownership and opera- 
tion accompanied by public regulation. 


IN CONCLUSION, 


It is to be greatly hoped that our coun- 
try, in its National, State and Municipal 
policies, will not adopt European meth- 
ods which have been found to be largely 
destructive to the best in public and pri- 
vate life, but rather that the United 
States will continue a course in which 
our great utility industries will be abso- 
lutely divorced from politics; that they 
will continue to give the largest incentive 
to individual and collective advancement ; 
that our people may secure at lowest 
cost the best which science and invention 
have developed and placed at our service 
for bettering conditions in human life. 


(Concluded.) 
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The Investment Digest 





T= items below are condensed from leading financial and investment publications 
and from official sources. Neither “The Magazine of Wall Street” nor the authori- 
ties quoted guarantee the information but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company, 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers—SALES for the quarter 
ended June 30, 1914, amounted to $2,751,119 
and net profits were $14,756. Unfilled orders 
on hand amounted to $3,086,795. 


American Agricultural Chemical—NET 
EARNINGS are expected to show a very 
creditable gain this yr., and might run as 
high as from 7% to 8% on the common 
stock, which compares with a trifle over 5% 
last yr. and 7% in 1912. Sales of fertilizer 
have made a ones gain for the yr., the 
increase being in the neighborhood of 13%. 
Those familiar with the Co.’s affairs predict 
the best showing ever made for the common 
stock with the single exception of 1910, when 
the balance reached almost 104%. 


American Can.—EARNINGS on the com- 
mon for current fiscal yr. are indicated at 
about 6% compared with 3.64 last yr. 
Showing last yr., however, was due to 
charging off of large amount of discount on 
bonds. Co. is producing at present about 
48,000 different kinds of containers. Good 
corn and fruit crops would help earnings 
materially in comparison with 1913. Co. 
has been able to buy tin plate somewhat 
cheaper for the last few months. Profits 
on the adding machine put on the market 
last yr. said to be better than anticipated. 
Disturbed conditions abroad where con- 
siderable competition originated, are ex- 
pected to have a beneficial influence on the 
Co.’s business. 


American Car & Foundry.—DIV. IN- 
CREASE is not likely to occur based on the 
showing for the yr. ended April 30 last, al- 
though earnings were equivalent to 5.52% 
on the common stock compared with 4.09% 
last yr. The reason for this is understood 
to be the fact that the past several years 
have not been sufficiently prosperous to 
justify such action. The Co. is in a stron 
physical and financial condition and well 
able to continue its present rate of divs. 


American Hide & Leather—NET EARN- 
INGS from operations in the yr. ended 
June 30, were $766,015, a decline of $495,273 
from 1913. A surplus of $104,515 remained 
after meeting int. and s. f. requirements, a 
a of denny 3 25586 — — & 
end o . were y compared wit 
$8,996,555 the yr. before. 


American Ice—BUSINESS CONDI- 
TIONS have not been very favorable dur- 
ing the summer, owing to the very moderate 
weather that has prevailed, especially in 
New York City where a large part of the 
Co.’s business is done. In view of these un- 
favorable conditions, discussion of an imme- 
diate div. on the stock of the Am. Ice 
Securities Co. is believed to be premature. 
No reason to believe that any serious dis- 
cussion of a div. has been undertaken, al- 
though it would probably have been con- 
sidered this fall had general conditions been 
more conducive to large earnings. 


American Locomotive—N ET EARN- 
INGS applicable to divs. for yr. ended June 
30, 1914, were in the neighborhood of $2,- 
000,000, which is sufficient to meet the div. 
on the pfd. stock with a balance equal to 1% 
on the common. This is a great decrease 
from the prev. yr. and is due to the un- 
settled condition in railroad affairs, which 
resulted in curtailing of purchases by the 
carriers, except the most urgent needs. A 
large a of the business of the past yr. 
was left over from the prev. yr. Co.’s plants, 
it is understood, have been running at not 
more than 15% full capacity, for some time 
past, which indicates an unprofitable scale 
of operations. Orders are scarce and prices 
low. Outlook for fiscal yr. just started not 
very bright. Oct. Ist Co. must meet $1,- 
000,000 of notes, but it is stated provisions 
have already been made for these maturities 
without recourse to new financing. 


American Smelting & Refining.—MEXI- 
CAN plants rapidly resuming operations, 
but full operations are hindered by the short- 
age of labor and supplies. Political condi- 
tions in the territories in which these smel- 
ters are located are becoming better 
steadily. 


American Sugar—GROSS EARNINGS 
are expanding in very satisfactory fashion. 
The first half of 1914 having shown con- 
siderable improvement. Understood that 
sales of refined su in this iod made 
a gain of about 14%, compared with prev. 
yr. This large increase is due, however, to 
the fact that in 1913 the business was much 
disturbed by reason of tariff revision. 6 
mos. requirement of 34% on common stock 
more than covered during first half of yr. 
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Reposted that the quarter ending Sept. 30 
will show that the full 7% on the common 
stock has been earned. 


American Tobacco.—SCRIP DIVIDEND 
is to be given to stockholders in payment 
of the regular quarterly disbursement on 
Sept. 1. is scrip is to bear 6% int. and 
will be due in one yr. This arrangement 
was brought about through the exigencies 
of conditions generally under which it was 
deemed wise by the management to con- 
serve its cash. The Co. is entirely able to 
pay its divs. in cash and is expected to meet 
the divs. in this manner when they come 
due in a yr. 


Atchison.—_EARNINGS on common stock 
for the past fiscal year were between 7% 
and 8%, as compared with 8.62 in the prev. 

r. and 8.19 in 1912, 9.30 in 1911 and 8.89 in 

910. Big crops in the southwest will mean 
even better showing for the road in the later 
months of the yr. Road is in good shape 
to handle business and officials say outlook 
for road is promising. 


Atlantic Coast Line —FISCAL YR. ended 
June 30 last showed an improvement in pas- 
senger travel, but little in freight traffic. 
Passenger earnings were consistently better 
than in 1913 while in freight traffic they 
fluctuated considerably. Maintenance and 
eeeratine costs were all higher through- 
out the yr. than for prev. yrs. Balance for 
common stock somewhat narrower for 1914 
than in yrs. immediately preceding. Final 
figures expected to show between 3% and 
4% above the div. of 7%. In 1913 Co. had 
a margin of over 5% above div. 


Baltimore & Ohio.—EARNINGS BOTH 
gross and net for the yr. ended June 30 
considerably reduced from prev. yr. Net 
operating revenue being about $2,400,000 less 
than the pee. r. Gross earnings fell off 
about $4, 000, and while operating ex- 
penses decreased somewhat, the extraordi- 
nary expenses incident to damage by floods, 
made it impossible to make a better showing. 
Surplus for the. yr. expected to be finally 
about $2,500,000 short of requirements on 
both classes of stocks at the regular rates. 


Brooklyn Rapid Transit—EARNED 7.87 
for stock in vr. ended June 30. Pres. says: 
“The mee results for the yr. show a 
surplus of $5,315,705 after paying $553,827 
int. on refunding bonds, which have now 
been converted into stock. With this int. 
saved the surplus earnings would have been 
equivalent to 7.87 on the stock if the amount 
of stock outstanding on July 1 had been in 
force during the whole yr.” Comparison of 
financial results of the system for the yr. 
ended June 30, 1914, is affected by two 
special influences: One the inclusion of 
statistics of operations of a subsidiary for 
the last 6 mos. and the other the conver- 
sion into stock of the greater portion of 
the Co.’s first refunding mortgage bonds. 


California Petroleum.—W ELL THAT 
was recently opened is now flowing at the 
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rate of 5,000 bbls. a day. It flowed about 
20,000 bbls. during first 24 hours and then 
was shut in to some extent. Some reports 
say that this is one of the best if not the 
pest ever put under control in the California 
elds. 


Canadian Pacific—EARNED LESS in 
1914 than in 1913. Net earnings being $42,- 
425,928 against 245,874 the preceding yr. 
Surplus was $32,198,617 against $36,615, 085, 
Authority asked of stockholders to increase 
the common stock some $75,000,000 is said 
not to foreshadow any new issue in the 
immediate future, but that the Co. desires to 
bring the authorized issue up to the amount 
for which it has sanction of the government. 
Meeting for this purpose will be held Oct. 7. 
No new work of any magnitude is contem- 
plated at present. 

Central Leather—EARNINGS FOR the 
quarter ended June 30 were $2,367,896, an 
increase over the same period of last yr. of 


$232,891. Net income after expenses and 
losses aggregating ,306 was $1,498,590, 
a gain of $102,988. Surplus after paying int. 


and pfd. div. was $462,132. No action has been 
taken by directors toward establishing reg- 
ular payments on the common stock. For 
the half yr. ended June 30 Co. earned $2,- 
523,246 for divs., leaving an amount equal 
to 3.42 on the common for the period. 


Chesapeake & Ohio.—DIV. OF 4% will 
just about have been earned, according to 
the final figures for the fiscal yr. ended 
June 30. There may be something like 
$400,000 left over. Should the Co. do no 
better in 1915 than in 1914, it would earn 
only about 2% for the stock, owing to the 
fact that under the new financial plan in- 
creasing amounts must be taken from earn- 
ings and put upon the property. A con- 
siderable expansion of earnings must come 
about in order to show anything substan- 
tial for dividends. 


Chicago Great Western.—GROSS EARN- 
INGS for the yr. ended June 30 show only 
slight improvement over 1913, and are gen- 
erally disappointing. Operating expenses 
ran around 76% of gross last yr. against 
73% for the yr. prev. Pres. estimates that 
the road should earn about $15,000,000 gross 
annually, before payment of divs. can be 
maintained with any degree of assurance. 
In 1914 the gross earnings were slightly 
over $14,000,000. Immediate outlook is not 
as good as might be, although the Co. will 
enjoy as much yee & from the better 
crops as many of the other railroads. 


Chicago North Western —EARNED AN 
equivalent of about 7.78% on its common 
stock in the last fiscal yr. This compares 
with 11.7 for the preceding yr. Gross earn- 
ings were a little better than prev. yr., but 
net income was $2,569,353 smaller than 
1913, and there was almost as much de- 
crease in surplus available for common divs. 


Cities Service—DIV. DEFERRED be- 
cause of the general unsettlement of finan- 
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cial conditions. Directors considered it 
best for the interests of the Co. and stock- 
holders to do so. 


Consolidated Gaa—EXTRA DIV. rumors 
of a very indefinite character are to the 
effect that within the next yr. or so a dis- 
tribution is highly possible. The figures 
stated in some quarters being that as much 
as 50% might be disbursed. As against this 
rumor directors state they know of no im- 
pending action along this line. Whatever 
the situation, considerable care will be given 
. matter before any such action is 
taken. 


Corn Products Refining —NET EARN- 
INGS for the first 6 mos. equivalent to 
3.59% on the preferred stock. Earnings 
for the first quarter of the current yr. 
showed an increase as compared with same 
period in 1913, but during the second quar- 
ter there was considerable falling off. Since 
the close of the second quarter, officers say 
that there has been some improvement in 
business and are hoping that this will be 
permanent. An advance of 10c. a hundred 
Ibs. on all its products was recently an- 
nounced owing to the rising price of corn. 


Denver & Rio Grande—REVENUE 
from operations for yr. ended June 3, 
1914, was $23,167,051 as compared with $24,- 
452,964 for the preceding yr. Net operat- 
ing income was $6,123,563, a decrease of 
$326,999 over prev. yr. Outlook for business 
this fall in the Denver and the Western 
Pacific territory is said to be best in their 
history. Officials are expecting the biggest 
yr. in the experience of either Co. and as- 
sert that if the Denver can weather the ad- 
verse factors of the past yr., which were the 
coal strike and the general business depres- 
sion, and if its Western Pacific affairs can 
be satisfactorily adjusted in the next 8 mos., 
its future is assured. 


Detroit United Ry—GROSS EARNINGS 
for 5 mos. ended May 31, were $4,848,064. 
Net for the 5 mos. was $1,423,836, and sur- 
plus after charges $651,700. In 1913 the Co. 
charged out of income $600,000 for deprecia- 
tion and reserve. If the same were done 
this yr. there would be left approx. sufficient 
to — 8.1% available for divs. on the 
stock, 


Diamond Match—BUSINESS FALL- 
ING off largely due to the disturbed situa- 
tion throughout the whole business world, 
but a director states that the regular div. 
of 6% has been easily earned as well as 
possibly another 1% extra. The falling off 
im gross earnings that is now going on is 
the first that has occurred in some time. 


Erie—SURPLUS OVER all charges for 
the fiscal yr. ended June 30 last, approx. 
$200,000, which compares with $6,682,568 in 
Ty $2,794,751 in 1912, and $4.050,675 in 


General Motors—GROSS EARNINGS 
for fiscal yr. ended July 31 between $90,- 


000,000 and $92,000,000, an increase of 40% 


INVESTMENT 





DIGEST. 





469 


in 2 yrs., with net profits of about the same 
amount as in 1913, when the balance for the 
stock was $8,184,052. Co.’s cash position is 
100% better than a yr. ago. It is not bor- 
rowing from the banks and looks forward 
to an increase in production during the 
1914-15 yr. European war may cut down 
sales by 10% through loss of export trade. 


Goodrich (B. F.)}—EARNINGS FOR 6 
mos. expected to show net profits of approx. 
$2,651,278. Quick assets over current liabil- 
ities for the same period show a gain of 
approx. $1,628,508. 

Great Northern —DECLINE IN net of 
approx. $4,300,000 for the yr. ended June 
30. It is believed that Co. earned in the 
neighborhood of 9% on its a 
stock for the period as compared wit 
11.69% in the yr. previous. There was a 
very large loss in gross in the closing mo. 
of the yr. and also in net. Expected that 
the current yr. will show a large improve- 
ment over previous one. 


Illinois Central—FISCAL YR. ended 
June 30 more favorable relatively than that 
of other roads in the central west or south. 
It is stated that the good showing of the 
property was due to its excellent condi- 
tions. Not expected that any new financing 
will be attempted in the near future. Its 
needs having been cared for a short. while 
ago. Earnings this yr. expected to have a 
substantial improvement. No change in the 
present rate of div. expected. 

International Agricultural—N ET EARN- 
INGS increased between 90 and 100% over 
the poor showing of 1913. Balance for int. 
in the yr. ended June 30 wags about $1,200,- 
000, or nearly double the int. on Co.'s 
bonds. The good results of past yr. will 
enable management to cut down the large 
profit and loss deficit which now exists. 
They hope to extinguish this deficit en- 
tirely in 1915. 

International Harvester—SUIT BY gov- 
ernment for dissolution won by it in the 
Circuit Court. Opinion of the court was to 
the effect that the Co. was a good moral 
combination but illegal in its construction. 
Co. ig expected to carry the case to the 
highest court, where it is likely to be for 
some time. 


International Mercantile Marine.—1l4 
STEAMERS belonging to Co. expected to 
be placed under the American flag when 
Congress has passed amendment to Banaate 
Canal Act, repealing 6 mos. notice of change 
and other considerations. Transfer of these 
ships will add a tonnage of more than 
150,000 to the American merchant marine. 

International Paper—BUSINESS EX- 
PECTED to be favorably affected by the 
war situation, by reason of the numerous 
extras that are being printed. In other 
lines of paper there is a moderate degree 
of recession. Official of the Co. says when 
normal business conditions are restored the 
Co. may be expected to have a large in- 
crease in business. 
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Interborough Rapid Transit.—YR. 
ENDED June 30 last, best in the history 
of the Co. when earnings of 22.9% were 
shown for the stock, compared with 18.7% 
for the yr. previous. Total of 651,886,671 
passengers carried represented an increase 
of 17,570,155 over 1913. Most of the gain 
was due to heavier travel in subway, al- 
though elevated showed a greater propor- 
tional gain than in yr. previous. Operating 
expenses were low. 


International Steam Pump.—COUPON 
on the Co.’s bonds due Sept. 1, it is under- 
stood will be paid. Bankers who hold the 
Co.’s $1,100; paper which matures next 
Oct. are more favorably inclined to grant 
renewal of these obligations than was the 
case a short time ago. This fact is believed 
to account for the recent strength in the 
bonds. 


Kansas City, Mexico & Orient R. R. Co. 
—RECONSTRUCTION BEGUN. — The 
company’s officials have planned to recon- 
struct its branch lines in Mexico, as soon 
as material can be assembled and gangs of 
laborers organized. It is stated also that 
as soon as certain matters in regard to the 
receivership are settled the construction of 
an extension of the line that runs north 
out of Chihuahua will be started. The Pa- 
cific Coast division will also be connected 
up with the one that runs west from 

inaca as soon as possible. The physical 
condition of the Mexican portion of the road 
is bad. Much of the rolling stock has been 
destroyed and many bridges were burned. 
Mining and other industrial operations in 
the State of Chihuahua are gradually resum- 
ing their normal volume and the road ex- 
pects to be doing a good amount of traffic 
as soon as it is placed in shape to handle 
the business. 


Kansas City Southern—YR. ENDED 
June 30 concluded one of the best yrs. since 
the present management took hold 7 yrs. 
ago. It earned a surplus for the common 
stock of nearly 2.85% compared with 2.69% 
for peneetieg ae. Although it was not as 
large as in 1909, the road is a better prop- 
erty now than then. Rehabilitation begun 
7 yrs. ago involving $21,000,000 is nearing 
completion, and Co. is ceeponsing to im- 
provements already effected. Road is one 

the few that will benefit directly by the 
aeneme Canal, it being a north and south 
ine. 


Gas—REPORT FOR half yr. 
ended June 30 last shows Co. earned at the 
rate of a little over 74%4% on its common 
stock, as compared with 8%4% in the cor- 
responding period of prev. yr. Gross busi- 
ness was better, but higher expenses 
destroyed the gain accomplished. Balance 
sheet as of June 30 last indicated a substan- 
tial increase in cash and a much better posi- 
tion for the Co. generally. 


Lehigh Valley —VALUATION of trans- 
portation property brought down to date 
of Jan. 1 of this yr., puts the railroad as a 
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going concern as worth not less than $324,- 
With slight deductions for various 
technical reasons, and subtracting the funded 
debt and rentals properly capitalized, the 
experts making this valuation of the road 
ive a valuation to the stock of more than 
300 a share. Taking off estimated deprecia- 
tion, the figure is $278 per share. 


Louisville & Nashville—RESULTS FOR 
yr. ended June 30 last very little different 
from those of 1913. A small increase in 
gross was accomplished, but impossibility 
of making substantial reductions in costs 
caused net earnings to be far from satis- 
factory. It is expected the road will finally 
show a balance for divs. scarcely equal to 
10% on the stock. First half of the yr. was 
good. But the second half was otherwise, 
neutralizing the good showing. Losses in 
Other Income through passing of sub- 
sidiary’s dividends. Co. is practically earn- 
ing its dividend in the first 7 mos. of the yr. 
and is therefore likely to maintain its div. 
without interruption. 


Mexican Petroleum—STATEMENT for 
1913 and the approximate earnings for 5 
mos. of 1914 is understood to indicate that 
the Co. was very conservative in passing the 

fd. stock div., and that common stock- 
olders are not likely to lose the div. sus- 
pended during the yr. Extraordinary taxes 
paid during the Mexican disturbance under 
protest, are said to have been less than 2% 
on the common. 


Missouri, Kansas & Texas.—SURPLUS 
above charges for fiscal yr. approx. $500,000. 
Gross earnings about $864,200 lower than 
prev. yr. Expenses were heavier and 
charges increased, making altogether a ver 
unsatisfactory yr. for the road. Outlook 
for heavier tonnage due to the good crop 
situation is good, and the Co. expects to 
share proportionately. It has no securities 
maturing until May 1 next yr., when $19,- 
000,000 notes fall due. It is stated present 
financial situation is satisfactory. Small 
surplus this yr. means preferred stock div. 
was not quite earned. 


Missouri Pacific—SURPLUS over all 
charges for fiscal yr. was only $66,000, ac- 
cording to preliminary figures, which com- 
pares with $1,562,733 in 1913 and deficit of 
$1,979,091 in 1912. 


New York Air Brake—BUSINESS re- 
cently unusually good. 


New York Central—EARNINGS FOR 
stock on the basis of present earnings a 
pear to be less than the 5% div. For the 
calendar yr. 1913 earnings were 5.89 on the 
stock. In the 5 mos. of the current yr. 
decrease in net earnings amounted to $2,- 
538,000, this decrease being equal to 1% on 
the stock. No likelihood of income from 
investment holdings being increased this 
ee Lake Shore, the greatest contributor, 
aving shown a marked decrease in earn- 


ings. 






























New Haven.—DISSOLUTION by peace- 
ful means is to be accomplished, the di- 
rectors having reached an agreement to 
this effect. This agreement does not, how- 
ever, provide for abandonment of criminal 
prosecution and the government’s action 
along this line will not be affected by the 
compromise. 


Norfolk & Western—EARNED 8.7% on 
the common stock last yr. as against 10.1% 
in prev. yr. During yr. $6,500,000 con- 
vertible bonds were exchanged into com- 
mon stock. Road was one of the few to 
increase its gross revenues in the fiscal yr. 
just closed. Its increase being about 2%. 
Gain in gross, however, was more than off- 
set by expenses, so that net operating in- 
come actually declined about 6%. 


Pacific Telephone—NET EARNINGS 
available for divs. for the first 6 mos. of 
the current yr. increased 11.8% over the 
same period of 1913. Gross earnings for 
this 6 mos. being more than $430,000 higher. 
Based on the figures for the first 6 mos. the 
earnings indicate for the fuil yr. about 2.7 
on the common stock. 


Pere Marquette—DEFICIT OF $2,827.- 
504 confronts the road, according to report 
of receivers filed in the courts. This is 
largely accounted for by a large deprecia- 
tion and suspense items which by order of 
the courts were put into the accounts. The 
operating deficit, however, exists. 


Republic Iron and Steel—REPORT FOR 
6 mos. ended June 30 reflects the depression 
in the steel business generally. Net earn- 
ings from operations amounted to $1,316,- 
731, or a little less than one-half those of 
the first 6 mos. of 1913. Surplus available 
for divs. on the pfd. stock equivalent to 
2.47% or at the rate of 4.94 for the full yr. 
Last yr. Co. earned about 12.5 in the entire 
12 mos. Future outlook for increased 
volume of business is favorable. Return to 
normal earnings expected to be slow. 


Sears-Roebuck—SALES FOR the mo. 
of July amounted to $6,326,117, a decrease 
of .36% over corresponding mo. last yr. 
This compares with $6,092,100 in June. For 
7 mos. sales were $54,227,129, an increase 
of 5.79 as compared with 1913. 


mm Railway—EARNED ABOUT 
2.1% on common stock in the fiscal yr. 
ended June 30 last as compared with 3.39 
in the preceding yr. Gross for the yr. 
gained about $1,000,000, but loss in net ex- 
ceeded $1,500,000. Half of yr.’s loss in net 
came in the last quarter. All these figures 
are before any adjustments of account. Re- 
cession of earnings in past yr. is the first 
since 1908. Crops are better this yr. than 


the average and the first half of the new 
fiscal yr. may show better results than the 
latter part of the yr. just closed. 


Texas & Pacific—NET EARNINGS for 


yr. ended June 30 were $3,594,801, an in- 
Surplus was $377,778. 


crease of $1,022,655. 


THE INVESTMENT DIGEST. 





471 








Third Avenue—EARNED 3.8% on the 
stock in the fiscal yr. ended June 3O last, 
which was not quite as good as previous 
yr. But in the yr. just closed the full 5% 
was paid on the income bonds whereas in 
the prev. yr. only 334% was paid. Co. 
seems to be established soundly enough to 
continue indefinitely the full 5% payment on 
the bonds. Divs., Pres. again says, are far 
in the future. He desires to watch the trend 
of earnings for the next few yrs. before 
considering the question. 


Twin City Rapid Transit—EARNINGS 
for current yr. making a better showing 
than expected. Estimated surplus of $1,- 
792,220 for 1914 will be equivalent to 8.14 
on the $22,000,000 stock. ow practically 
certain that the Co. will earn at least 8% 
on its common stock this yr. 


United Cigar Stores—NET EARNINGS 
of approx. $800,000 result from the opening 
of every thousand agencies. The Co. is 
opening up on an average of one a day and 
will increase the rate in the fall. Present 
plan is to establish agencies in cities and 
towns with population of less than 25,000. 


United Fruit—REGISTRY OF ITS 43 
steamers under the American flag may be 
accomplished if Congress passes the en- 
abling legislation permitting such action. 
Co.’s business is affected considerably by 
the disturbed condition of affairs, althoug 
it is reaping a certain amount of advantage 
from the increase in the price of sugar. 


Union Pacific R. R. Co—INCOME AC- 
COUNT of the Union Pacific R. R. Co. for 
the fiscal year ended June 30, 1914, shows 
gross operating revenue of $92,115,353, a 
decrease of $1,523,126 from the previous yr.’s 
total; operating expenses and taxes of $60, 
489,118, an increase of $1,792,625, and net 
operating income of $31,626,214, a decrease 
of $3,315,751. For the mo. of June gross 
operating revenue was $7,290,399, a decrease 
of $273,362, as compared with June last yr. 
With an increase of $116,821 in operating 
expenses, net operating income was $2,- 
559,861, a decrease of $390,184 from the total 
for June, 1914. 


U. S. Rubber.—PRICES WILL NOT be 
raised by the Co. just yet. The world-wide 
suspension of traffic may make difficulties 
for the Co. in getting its crude rubber, which 
may lead to advance in prices. What effect 
this will have on the Co.’s earnings is not 
yet clear. 


United States Steel—UNFILLED orders 
for July showed a gain of 125,732 tons and 
was regarded as presaging an upward trend 
in the steel business. Sateosenes during 
July increased over June, and at the end of 
the mo. operations were about 71%, com- 
pared with an average of 67% in June. 
Earnings for the second quarter showed a 
gain over previous quarter, but large falling 
off compared with correspondin y wee. of 
last yr. Net earnings were $20,457,596, com- 
pared with $17,994,381 for the quarter ending 
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March 31, and $34,426,801 for the quarter 
ending June 30, 1913. 





Papal Conelion Chemical Co.—AN- 
NUAL REPORT of this company, includ- 
ing its subsidiary companies, shows total 
net earnings of $4,073,756, after deducting 

. 94,281 or repairs and maintenance and 
eyed aside $767,139 as reserve for doubt- 
ful debts and cash discount on accounts not 
yet settled. Net earnings in the previous 
yr. totaled $2,991,102, After deducting in- 
terest and discount, $1,523,379, and preferred 
dividends, $1,600,000, there was a balance of 

50,377, equal to 3.4% on the company’s 

984,400 common stock. The previous 
yr.’s balance was $147,097, which is equal 
to 0.5% on the same stock. The Co.’s profit 
and loss surplus on May 31 last was $9,- 
050,135, as compared with $8,338,941 on the 
same date in 1913. 


Western Pacific—INT. ON first mtge. 
_bonds due Sept. 1 expected to be paid. 
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Situation with respect to the Co. and its 
relations to the Denver not expected to 
be materially changed just yet. 


Westinghouse Electric—FOREIGN IN- 
VESTMENT in each of the countries at 
war may be seriously affected. Business of 
these Cos. will of course be badly disturbed. 
Home Co. doing very well. Rate of profits 
indicated for the quarter ended June 30 
between 7 and 8% on the common, so that 
4% div. is being earned nearly twice over. 
Directors believe 4% rate can be maintained, 
and are not fearful of large losses growing 
out of European situation. 

Willys-Overland—INCREASE IN 1915 
output of 30,000 cars expected, bringing the 
total up to 75,000. Of these it is said con- 
tracts have already been placed with re- 
sponsible dealers for more than 70,000. 
Foreign situation may affect the output 
somewhat. No extra cash div. likely to be 
disbursed. Surplus will be turned back into 
the business as additional working capital. 








Mining Stocks 














This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated-Anaconda. — Amalgamated 
had a greater decline than most of the other 
coppers this week, due to considerable 
amounts of stock being held abroad. The 
same is true of Anaconda. With metal 
selling at 13 to 13% cents neither Co. will 
, _— to continue for long, present divi- 

ends. 


Butte & Superior—Completed the most 
successful half yr. in its history as to op- 
erating efficiency, which has more than off- 
set the severe drop in price of the metal. 
Earnings in first quarter of 1914, with spelter 
averaging about five cents, were nearly twice 
as large as in the entire first 6 mos. of 1913, 
when spelter averaged nearly 6c. The pres- 
ent local management came into control 
early in 1913, but operating conditions were 
not brought up to full efficiency until mid- 
die of the yr. 


& Arizona—Is now making a 
good showing, and with new smelter avail- 
able, production thus far this yr. has been 
renee ahead of last. In the Ist 6 mos. 
of 1914, Co. produced at the rate of 64,000,- 
000 Ibs. per The June production of 
4,630,000 Ibs., however, showed a falling off 
from prev. mos. and was at the rate of 55,- 





500,000 Ibs. per yr. These figures compare 
with 52,978,383 Ibs. in 1913. : 

Co. holds the distinction of being one of 
the lowest cost copper producers in the 
United States. In 1912 the cost was 7.02c. 
per Ib. and in 1913, 7.65c. The increased 
cost last yr. was due to heavy taxes. If 
we take the cost at 7%4c. and production at 
64,000,000 Ibs., Co. at present metal price 
of 13%c. per Ib. would be earning $4,000,- 
000 per annum, or approx. $6.50 per share. 

Calumet & Hecla.—Rock shipments from 
conglomerate lode now exceed output of 
rock for any period within 3 yrs. This can 
be maintained for at least 10 yrs., and a 
minimum of $40,000,000 is placed by a con- 
servative estimate as the value. Comparing 
low prices of July 30 with high prices for 
the yr., Co.’s investment in eight subsidiary 
Sees sewed a paper depreciation of 

Chile Copper —Bondholders have been al- 
lowed to subscribe at par pro rata for about 
$2,000,000 of the $5,000,000 treasury 7% con- 
vertibles. Co. has an authorized bond issue 
of $15,000,000. About a yr. ago $10,000,000 
were sold, the Guggenheims personally tak- 
ing $5,000,000 and their friends and asso 
ciates $5,000,000. Co. has issued $95,000,000 




















of stock, none of which is in the hands of 
the public. 


Chino.—Reports for quarter ended June 


3: Gross production 18,041,451 Ibs., ore 
treated 587, tons, an average of 6,460 
tons per day, containing 2.165% copper. 
Extraction 66.897%, or 28,972 Ibs. of copper 
per ton of ore milled. Average for prev. 
quarter 68.05%, or 29.69 Ibs. per ton. Cost 
per Ib. of copper produced, without apply- 
ing credit for miscellaneous revenues, 7.67c., 
as compared with 7.44 cents for prev. quar- 
ter. Allowance for the miscellaneous rev- 
enues reduces cost to 7.49c. 


Goldfield Consol —A. H. Howe, Sec. and 
Treas., says: Co. will not pay dividend due 
at this time, as cash resources do not per- 
mit. After making initial payment on re- 
cently purchased Aurora property June 25, 
Co. had cash on hand $455,000, and $154,000 
bullion in transit. The Aurora’s ore re- 
serves were placed at $893,000 on June 12. 
The quarterly report for 3 mos. ended June 
30 shows net $445,813. The purchase of 
592,000 shares of Aurora cost $877,075, or 
$1.28 a share. The initial payment was 
$388,800, paid June 25, to be followed by 3 
of $100,000, each payable during next 3 mos. 

Granby Consol.—Operations at Hidden 
Creek have been exceptionally satisfactory. 
To date the plant and mine has cost Granby 
over $4,000,000, and ore reserves now stand 
at fully 12,000,000 tons, carrying gold and 
silver values. 

At Grand Forks 8 furnaces, or entire bat- 
tery, have been operating for some time. 
The ore from Phoenix mines still yields 
less than 20 lbs. of copper per ton, while 
Hidden Creek has approximated 40 Ibs. 
Although getting splendid results at Hidden 
Creek property, Co. has a large floating in- 
debtedness which will be liquidated prior to 
any increase in dividends. Price of copper 
has suffered a considerable decline, which 
will reduce Granby’s earnings. 


Greene-Cananea.—Will pass the div. now 
due to be declared, no div. having been an- 
nounced by Greene Consol. Fires broke out 
in two mines a few days ago, and while not 
very serious they will entail expense, and 
possibly restrict production temporarily. 
The labor troubles at Cananea have been 
settled in favor of the Co. 


Ho er Gold.—Since Co. commenced 
paying divs. it has distributed $2,000,000 to 
shareholders. For the 28 days ended June 
17, the average value of ore treated was 
$14.59, compared with a low point of $13.10 
in the prev. mo. Gross profits for this 
period were $129,168, or $39,000 in excess 
of div. requirements. The total surplus on 
June 13 last was $859,225. 

La Rose—A brief financial statement sent 
te stockholders shows that Co. did not fully 
earn the two quarterly divs. declared for 
Ist half of the yr. o. states that cash 
surplus July 1 last was $1,435,000, and ore 
in transit and at smelters was valued at 
$112,418, inahing a total of $1,547,420. From 
this deducted the quarterly div., amounting 
to $187,500, which leaves $1,359,920 as the 
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net current surplus. Without allowing for 
current liabilities on July 1 last, other than 
div. payable, Co. would appear to have 
drawn on surplus about $168,000. 


Mining Notes.—A general curtailment of 
copper production, which may eventuall 
cut down the American output one-half, is 
in prospect. For many mos. the European 
demand has been the one great supporting 
factor in the copper situation, and almost 
60% of the American output has been ex- 
ported. The European war will put a sto 
to further exports for the present. Curtail- 
ment orders already put into effect will 
reduce output 28,000,000 Ibs. a month. 


Nipissing. —E. P. Earle, Prest., just re- 
turned from inspection of the property, says: 
“IT found a very satisfactory state of affairs, 
with a lowering tendency of costs a promi- 
nent factor. he low grade mill has been 
securing a 90% recovery. The high grade 
mill has also been giving excellent results. 
Net earnings for the Ist 6 mos. of 1914 
approximated $900,000, or 50% in excess of 
div. requirements. Not only was this record 
made, but reserves were also increased.” 


Ray Consol—In Ist 6 mos. of this yr. 
Ray has produced 36,234,000 Ibs. of co Per 
in concentrates as compared with 25,749, 
in 1913 and 16,122,000 in 1912, a gain of 
nearly 50% over prev. yr. and of more than 
100% over 1912. Cost of production was 
less than 9c. Tonnage treated is still in- 
creasing, the July average to date being 
around 8,300 tons per day, running between 
1.75% and 1.80% copper. Recoveries should 
be between 68% and 69%, and costs not 
greater than 8%c. gee | profits for the 
second quarter of 1914, including earnings 
from Ray & Gila Valley R. R., amounted to 
$987,881, against $913,004 in the Ist quarter 
¢ oe and $726,759 in the second quarter 
of 1913. 


Tennessee Copper.—Has been installing 
new hoisting apparatus, the cost to run be- 
tween $200,000 and $300,000. A greater ore 
tonnage has been handled since first of yr., 
with result that 1914 production from Co.'s 
own ores should constitute a new high rec- 
ord as compared with 14,464,000 Ibs. turned 
out in 1908, heretofore the best yr. in this 
respect. Int. Agric. Chemical Co. has been 
able to take entire output from sulphuric 
acid plant, making it unnecessary to find a 
market for excess production. 


Utah Copper—Nevada Consol.—Reports 
for quarter ended with June show the 
Utah Co. had total net profits of $2,819,104, 
compared with $2,218,753 in same quar- 
ter last yr. Divs. aggregated $1,201,710, 
and net surplus was $1,617,394 against 
$1,031,126 in 1913. Earnings wére com- 
puted on basis of 13.9c. a Ib.. for the 
metal. The price in same quarter of 1913 
was 15c. Earnings of Nevada Consol. were 
$614,818, a decline of $491,969. The balance 
left for divs., after depreciation, and ore ex- 
tinguishment, was $385,580, a falling off of 
$462,169. The payment of $749,796 to share- 
holders caused a deficit of $364,216. 

















One Hundred Dollar Bonds 
A Few Issues of Each Class Suitable for the Small Investor 








Railroad 
Rate. Due. App. Yld. % 

Chicago, Pestnaten & . De Denver Division............. 4 1922 4.00 
Chi ‘ wea SS a Rs 4% 1932 4.75 
Erie & R. (N Teel case sSvcccenscueseens 5 1946 4.60 
Southern Pacific (Ss. eRe 4 1950 4.80 
Norfolk & Western Ist con. mtg..................0.eceeeeee 4 1996 4.30 
EY MEY ETM, . Spc cicecdvdbcbevcceuscoescecene 5 1962 5.10 

Public Utility 
American Tel. & Tel. Col. Trusts................-:.eeeeees 4 1929 4.78 
Denver Gas & Electric spe NRT yee ee 5 1949 5.35 
— County Electric Light & Power deb................. 6 1925 5.22 
eS EF OO ain dance ccedsccced sede 5 1919 5.00 
i i i ME ne cnn case dnvéacesseeses 5 1943 5.40 
pameser (ind) Electric Light, Heat & Power............ 6 1936 5.50 

a ey UE ED Biba wccnpscudencecs cadiccsveceee 6 1934 6.00 

Industrial 
ee ll awed evecacwoseuseees 5 1942 6: 
I ED MEU clube wdpubsvcsscccccccesonveseeoes 5 1951 4.90 
New York Air Brake Be SIMI is Wed bad cccinceegence 6 1928 6.10 








Copper and the War 








TO embargo put upon shipments 
of copper from this country to 


Europe raises the question of 
how the warring nations are to keep 
themselves supplied with the metal— 
so essential in modern warfare. The 
jump in price to above 14% cents cash 
_ the London — oo — the 
oreign visible supply—which on July 
15 cieeated = aheue 70,000,000 
pounds—is all too small. 

The powers involved in war do not 


even in times of peace produce but a 
fraction of the copper which they con- 
sume, Russia alone excluded. Ger- 


many, for example, which is by far the 
largest foreign consumer, produces less 
than 60,000,000 pounds per annum, 
while recently her consumption has 
been 500,000,000 unds, England, 
whose production is practically nil, 
uses over 300,000,000 pounds annually. 
The main foreign source of supply 


is Spain, where are located the Rio 
Tinto mines, but even that country’s 
production is but a drop in the bucket 
compared with Europe’s consumptive 
requirements. At best the available 
copper supply from the world’s copper 
mines—outside of America—is not over 
500,000,000 pounds per annum, which 
explains why our exports run up to 
nearly 900,000,000 pounds per annum. 

The following table shows the an- 
nual production and consumption of the 
various nations now involved in war: 





( Pounds.) 

Produces. Consumes. 
DORE 5 ati Ji es0ehe 5,000,000 120,000,000 
Belgium and Holland. ......... 33,000,000 
SPOR ATE 335,000,000 
France ..... epee 250,000,000 

CNS cuts oetbae~ 55,000,000 500,000, 
PE Neetivsvensivwes 6,000,000 82,000,000 
SEOD sa WUE vee alee 80,000,000 90,000,000 
Tee ict Kh 166,000,000 1,410,000,000 




















SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving « profit from price chang es 


Methods of Buying on a Big Break 


How the Average Trader May Take Advantage 
of ‘*Bargain Sales"’ in the Stock Market 
By SCRIBNER BROWNE 


ITH eight European nations, 
four great navies and seven- 
teen million soldiers grappled 

in the world’s greatest war, and with a 
possibility that several other countries 
may yet be drawn into the conflict ; with 
specie payments practically discontinued 
throughout Europe, and the 60-day 
clause enforced even by our own savings 
banks; with all the important stock ex- 
changes of the world closed indefinitely, 
and with every country clinging fran- 
tically to its gold, it seems idle to write 
about customary market conditions or 
the trivial complications that comprise 
the “technical position of the market.” 

At such a time the little ripples created 
by traders and speculators are completely 
engulfed in the tidal wave of investment 
liquidation. Conditions are so abnormal 
that ordinary methods cannot be applied. 
Yet it is just at such a time that stocks 
are sacrificed at prices far below their 
real value, and therefore the greatest op- 
portunities are offered. 

The question at once arises, How can 
the ordinary trader or speculator take 
advantage of these .exceptional condi- 
tions? If he cannot work in the cus- 
tomary way, how can he work? 


THE ADVANTAGE OF THE ACTIVE TRADER. 


The active trader has at least one very 
great advantage in that he will find him- 
self out of the market when the Big 
Break comes, unless perchance he is for- 
tunate enough to be on the short side. 





No matter whether he works with defi- 
nite stop orders, which throw him out 
of the market when prices go against 
him two or three points—or perhaps at 
some particular price which he has de- 
cided upon as beyond the “point of re- 
sistance’—or whether he prefers to 
watch the market and close his trades 
just as soon as he concludes that he is 
wrong, he is certain, if on the long side, 
to sell out at an early stage of such a 
panicky liquidation as followed the out- 
break of hostilities. 

This leaves him foot-loose and free to 
act at a time when the out and out in- 
vestor may be painfully lugging a line 
of stocks down the hill and back up 
again, or perhaps straining his resources 
to get hold of ready cash with which to 
pick up some of the tantalizing bargains 
dangling before his eyes. 

Once the Big Break is started, the 
short side is not to be thought of by the 
trader off the floor of the Stock Ex- 
change. The floor trader, a member of 
the exchange, with his eyes on the execu- 
tion of the world’s orders from minute 
to minute, may be justified in scalping a 
point here and there off the short side 
of the market while the liquidation is in 
progress—though, as a matter of fact, 
short selling at such a time is frowned 
upon by the exchange, and is usually of 
much less volume than the public im- 
agines. 

But whatever the exchange member 
may do at such a time, the trader who 
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works through a broker is taking un- 
reasonable chances when he tries to sell 
short on a break in the hope of a still 
bigger break. When the reverse move- 
ment comes it comes quickly, and often 
with very few stocks for sale; and the 
trader who sells short “gets in bad’ at 
the start because he is selling at very low 
prices. 

The obvious thing to do when prices 
are being slaughtered is to buy, but this 
is not always as easy as it sounds. The 
average trader is accustomed to working 
on margins. Probably he has not sup- 
plied himself with ready cash enough to 
buy much of a line outright. He hesi- 
tates to buy on margin when quotations 
are bouncing downward two or three 
points at a bounce, and very possibly 
his broker may be a little squeamish 
about executing orders on margin. No- 
body can blame him if he is. Self-preser- 
vation is the first law of nature. 


THE MAN WHO IS ALL AT SEA. 


Under such conditions many traders, 
even though they may have had con- 
siderable experience, may feel that they 
are entirely at sea as to what will happen. 
They might feel competent to exercise a 
certain amount of judgment on the 
market under normal conditions; but the 
Big Break is always due to abnormal 
conditions, and there is likely to be a 
new combination of circumstances each 
time. The trader who has been through 
the declines of 1903, 1907, 1910, 1911 
and 1913 may, nevertheless, be “all up in 
the air” in the Big Break of 1914, be- 
cause the situation is so absolutely un- 
like any of the other years above men- 
tioned. 

What can such a trader do to take ad- 
vantage of what he recognizes as a 
special opportunity, but an opportunity 
entirely unknown and uncharted? 

If he feels that he doesn’t know much 
about the situation, he can at least fall 
back on what he does know. He knows, 
first, that stocks are cheap at the low 
prices established by pressing liquidation. 
The only question is, How much cheaper 
are they going to get before turning up- 
ward? 

He knows, again, that in a Big Break 
the stocks whose value is partly specu- 
lative suffer worse than those whose 
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price is based on assured dividend pros- 
pects. 

Let us assume that this is all he does 
know. What can he do safely ’ 

To take a concrete example, Union 
Pacific, now an eight per cent. stock, sold 
at 112 the day before the exchange 
closed. Of course, that was cheap—for 
there can be no question, I think, that 
U. P. is an assured dividend-payer. But 
our Man-at-sea realizes that, so far as 
he knows to the contrary, it might sell 
still cheaper. In 1907 it sold at 100 as 
a ten per cent. stock. On the other 
hand, it had then been recently raised 
form six per cent. to ten, and was also 
the medium of the big Harriman opera- 
tions in the market. It was far more 
speculative at that time than it is now. 
Its ownership in the stock of other roads 
was then much larger than now. 

Suppose Man-at-sea concludes that if 
conditions now become as bad as they 
were in 1907, Union Pacific might sell at 
90. Then, to be on the safe side, he as- 
sumes that conditions might get worse 
than 1907, so that Union might possibly 
sell at 85. 

He is cogitating this matter, let us say, 
the night of July 29, before the German 
ultimatum to Russia, and after the first 
bad break in prices, Union then being 
around 120. He concludes that U. P. is 
already low, and that it ought to be 
bought at 120, 115, 110, 100, and at 90 
—spacing his orders farther apart below 
110 because of the smaller probability 
that prices will go that low. 

Then he figures up his resources and 
finds how much Union he can buy out- 
right on this scale of prices—five equal 
lots, or substantially equal. These lots 
will be very small compared with what 
he is accustomed to swing—but he is 
safe, and that at a time when things in 
general look very unsafe, and he will 
get some very cheap stock, just how 
much of course he doesn’t know. 

He leaves these orders in until things 
quiet down and he concludes that the 
worst is over. Probably only part of 
them have been filled. He cancels the re- 
mainder and buys the rest of his line at 
the market—still paying for his stock in 
full. 

Then he waits until the market again 
becomes normal, so that he can resume 
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his customary methods of stock trading. 

His next move might be to double his 
line, putting the whole of it on fifty per 
cent. margin, instead of on a cash basis. 
Or he might prefer to simply hold the 
stock already bought and use it.as col- 
lateral margin for trading on a stop or- 
der method. 

At any rate he would be in a safe posi- 
tion, and some day he would cash in some 
very satisfactory profits on the Union 
Pacific which he bought when everybody 
else seemed to want to sell. 


THE MAN UP A TREE, 


Other traders will not feel themselves 
to be absolutely at sea. They will be 
more in the position of a man who has 
climbed a tree to avoid the mélée and 
get his bearings. He has, perhaps, no 
confidence at all in his ability to locate 
the bottom exactly—in fact, it is hardly 
ever possible to see the precise bottom 
of a Big Break. But he believes he can 


find the bottom soon after it has been 
struck. 
That is, when prices begin to rise he 


hopes to have some degree of judgment 
as to whether the rise is merely a rally 
in a bear market or the beginning of a 
bull market. These traders will usually 
do better to buy very little stock until 
they come to what they believe to be the 
psychological moment. 

A small purchase or two in the midst 
of what seems to be about as panicky a 
condition as can happen may be justified, 
but such a trader should wait on the 
hest part of his line until he thinks the 
worst is over. Then he will buy, either 
outright or on margin, according to the 
condition of the market at the time, and 
according to his degree of assurance that 
his judgment is sound. 

Of course he runs the risk of getting 
left entirely, but after all that isn’t the 
worst kind of a risk, and if he is an ex- 
perienced trader he is accustomed to tak- 
ing that chance every day of the year. 

As most of the readers of this article 
know, the usual program after a Big 
Break is a sharp rally, a reaction on 
lighter transactions, and then an advance 
of greater or less extent, running into a 
bull market if conditions continue to im- 
prove. 

The vital point generally comes on the 
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reaction from the first sharp rally after 
the Big Break. It is there that the trader 
has to decide whether the bear market is 
to be renewed or is over and about to 
be succeeded by an upward movement. 
Then if the upward movement does 
come, the next question is, How far will 
it run? 

Answering these questions, of course, 
covers pretty nearly the whole art of 
“reading the market.” But the point 
should be emphasized that, although 
various indications serve to show when 
the bottom has been touched, there are no 
reliable indications as to when it will be 
reached. In normal markets the top of 
an ordinary advance or the bottom of an 
ordinary decline may often be approxi- 
mately estimated in advance of the skilled 
student of technical conditions. Not so 
in the Big Break. Here technical condi- 
tions are overpowered, and the best we 
can do is to decide when the pressure of 
forced selling has stopped, not when it 
will stop. 

When the urgent liquidation is over, 
the market is generally left “bare of 
stocks.” This is a condition which the 
experienced floor trader soon recognizes, 
and if he is short of stocks, as he is very 
likely to be at least in a small way, he 
bids prices up very quickly in order to 
get under cover. A close watch of the 
tape or blackboard, or even a careful ex- 
amination- of the continuous quotations 
as published in some of the newspapers, 
will often reveal this condition. 

The fact that the market is temporarily 
bare of stocks does not, of course, guar- 
antee that liquidation may not be re- 
newed in large volume, but if after this 
condition is seen there is no renewal of 
heavy liquidation on the nex: decline, 
there is a strong probability that bottom 
has been touched. 


“DOUBLE BOTTOMS’ AND THE BOTTOMLESS 
PIT. 


The above remarks should not be con- 
fused with the numerous theories about 
“double bottoms” which have frequently 
been advanced by traders with a “sys- 
tem.” The man who tries to follow out 
these theories will conclude that they 
originated in the bottomless pit. 

It may happen that the first reaction 
after the turn of the market is checked 
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at or near the bottom of the original de- 
cline, but if this is so it merely happens, 
that is all. 

There is no logical basis for the “dou- 
ble bottom” recipe. If you think there 
is, just turn back to the panic of May 9, 
1901, and look for your double bottom. 
You will find that the first reaction after 
the rally from May 9 wasn’t within hail- 
ing distance of the bottom of that break. 
And you will find the same thing re- 
peated on a smaller scale in July, 1910. 
In both cases many bargain-hunters were 
left at the post. 

When, as at present, conditions are en- 
tirely unprecedented, it is clear that the 
first class of traders above described, 
those who buy on scale without waiting 
for the bottom, stand a better chance of 
getting profitable results than the second 
class. By attempting less, they are more 
certain of accomplishing successfully 
what they undertake. 

The closing of the exchange, if nothing 
else, may prevent the market from acting 
in any customary manner in the present 
Big Break. As this is written the ex- 
change hus been closed two weeks, and 
predictions when it will open vary from 
two weeks to six months. In the mean- 
time, of course, conditions are changing 
every day, without being reflected in 
prices. When the exchange does open 


THE MAGAZINE OF WALL STREET. 


again, we shall be somewhat in the posi- 
tion of making a fresh start, which might 
be at a level above or below the close of 
July 30. Those of us who are accustomed 
to judge the market by a continual com- 
parison of prices and volumes from day 
to day or from week to week, will find 
our method broken off in the middle by 
the closing of the exchange. 

However, most of us have long since 
learned that new conditions must be met 
by new methods, or at least by variations 
of old methods to make them applicable 
to the new conditions. If we could fol- 
low any set of cut-and-dried formulas 
the business would lose half its fascina- 
tion. 

Under any conditions, the man who 
knows the most about the market is the 
man who will make the most money. 
Versatility and resourcefulness come 
from experience and study. 

It ought not to be forgotten, by the 
way, that the man who buys stocks in 
a Big Break, when values have lost their 
significance and prices are panicky, is 
rendering a most important service to 
society. It is his purchases and those of 
others like him that prevent real dis- 
aster by checking the decline. That is 
why he gets, and is entitled to get, liberal 
profits if he clings to his purchases until 
normal conditions are restored. 











The Stop Order as Insurance 








“T shot an arrow into the air. 
It fell to earth, I knew not where.” 


HEN this arrow left the bow its speed was greatest. Gradually the force 
of gravity overcame the original impulse, and there in the air the arrow, 


for a fraction of a second, seemed to stand still. 


Then it turned and fell with 


increasing force until it struck the ground. 
This recalls the old saying, “Stocks are put up, but they fall down.” : 
There is a point in every rise where, if we knew, we could sell without risk 
of loss: But we do not know; therefore we must use our best judgment and 


take our medicine if we are wrong. 


A stop order at just above what we consider to be the turning point is a 


form of insurance against a large loss. 
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The Big Panics Since 1837 


How the Market Acted in Previous Crises 


By GEO. L. BALGUE 








T is interesting to study the record of 
ten leading stocks during the great 
panics of 1837, 1857, 1873, 1893 and 
1907, in comparison with 1914, partic- 
ularly that of 1873, when the Stock Ex- 
change was closed for ten days. I have 
omitted 1901, because it proved to be an 
interruption in a bull market. 


THE PANIC OF 1837. 

Feb. 25. May9. May 20. 
50% 
70 


39% 
78 


Del. & Hudson Canal.. 93% 
Farmers’ Loan & T.. 109% 
Harlem Railroad 79 
Ohio Life & Trust.... 112 
Mohawk Railroad...... 88% 
Long Island Railroad.. 8&2 
Worcester & Bos. R.R. B. 
Boston & Prov. R. R... 106 
Utica & Schenec. R. R. 121 


~ 93% 


The banks suspended specie payments 
on May 9, the very day on which the 
stock market touched bottom. 

The decline was swift, occupying only 
two months, and the recovery (73 per 
cent of the fall) was even more remark- 
able, the market rising 22 points in 11 
days. 

There was no such thing as a “double 
bottom.” The market went straight 
down till it touched bottom, and then 
went straight up again. 


THE PANIC OF 1857. 
Apr. 17. Oct. 13. Nov. 17. Dec. 12. 
La Crosse & Mil 78 54 18 10% 
Ill. Central ....130 Ex. 
Mich S & N Ind 70 
Clev. & Toledo. 73 


pacing Rail.... 80 


18 


Erie Railroad .. 46 
N. Y. Central.. 88 


| BSBawsER 8 


Average 


October 13. Eighteen banks in New 
York City closed their doors. Wall 
Street crowded with people. Runs on 
many banks. The stock market touched 
bottom this day. 

October 14. All banks in New York 
City suspended specie payments except 
one—the Chemical Bank. 

The market rallied 74% points in three 
days, then after a quick relapse of 5 
points, started on a 17 point recovery, 
which was completed in 24 days. 

December 12. Banks resumed specie 
payments—the suspension having been 
in force about two months. 

The decline was accomplished in about 
44% months—from June to October. The 
market declined all of June, about 15 
points ; rallied 5 points and rested all of 
July and the first week in August; then 
declined steadily remainder of August, 
all of September and half of October (37 
points) interrupted only by a 5% point 
rally September 2 and 3. The decline 
was terrific, the fall from April to Octo- 
ber being 50 points. Several stocks 
collapsed completely. 

After making low of 3134 on October 
13, the market rallied 8 points, and then 
made a “double bottom” at 33% on 
October 24—11 days later. 

The recovery (19% points in one 
month) seems very small in comparison 
with the preceding decline (50 points). 
Only four stocks of the ten most active 
were able to get above 46 on the recovery, 
these four reaching 80 or above. These 
four rallied 27% points or 62 per cent. 
of previous decline (44 points). The 
other six fell an average of 53 points and 
rallied 14 points, or only 26 per cent. of 
the fall. Thus the “good stocks” rallied 
S%, while the “bad stocks” rallied only % 
of the preceding decline. This was a 
great bear market, and resulted in many 
failures. 





480 


It is difficult to say what effect short 
sales, or the lack of them, had on the 
markets of 1837 and 1857. On April 6, 
1813, the New York State legislature 
passed a law prohibiting “wagers” on the 
prices of securities, and declaring all sales 
of securities void unless the seller at the 
time of making the sale was in actual 
possession of the certificates. 

On March 23, 1836, the New York 
Stock Exchange remonstrated against the 
passage of a proposed law, and in its 
memorial made reference to “time con- 
tracts,” stating that the statute was 
“violated almost every hour of the year,” 
and asked the legislature to legalize “time 
contracts.” 

On April 10, 1858, the New York State 
legislature passed “An Act to Legalize 
the Sale of Stocks on Time,” thus repeal- 
ing the previous laws which had pro- 
hibited short sales. 


THE PANIC oF 1873. 

“—_ 3. Nov.1. Dec. 10. 
43% 
33% 
57% 
31% 
21% 
79% 
83 
25 
44 
14% 


4334 


Western Union 
Wabash 


Northwestern gout 


New York Central.. 





Average 


September 20. The Stock Exchange 
was closed to stay the decline (the market 
had been breaking violently four days). 
On September 16 the high point of the 
" average of ten stocks was 68%, the low 
on September 20 being 525%. 

The Stock Exchange reopened Sep- 
tember 30, after remaining closed about 
10 days. The swing of the market after 
the Exchange opened, as shown by the 
average of the ten active stocks, was as 
follows : 


fs oar 2 
¢rober 
Octobe: 


From these figures it will be seen that 
while the closing of the Stock Exchange 
may have interrupted the decline which 
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was in progress, it did not stop it. The 
low point previous to the closing of the 
Exchange was 5254. After the reopen- 
ing of the Exchange a 6 point rally was 
made to 58% on October 6, from which 
the market fell steadily until a low point 
of 435% was made November 7. From 
November 7 to December 10 prices rose 
day by day, without reactions, until the 
recovery was completed at 62. 

The decline was accomplished in two 
months, The market rallied 18 points in 
six weeks, or 65 per cent. of the preceding 
fall. 

THE PANIC OF 1893. 
Apr. 28. July 31. Oct. 28. 
High. Low. High. 
35% 51 

6934 

1047 
72% 
4, 


General Electric 


Chicago Gas ........:. 39 
American Sugar ...... 5 


61% 
~ WA 


OY; 
4914 
677% 


Western Union 
Atchison ..... * 
Philadelphia & Reading 30 


Average ............ WH 


On June 15, clearing house loan certifi- 
cates were authorized. The market 
stood then at 65. The averages dropped 
17 points in 7 days (78 to 61), April 28 
to May 5. During remainder of May and 
the month of June the general level was 
not much altered from an average of 
about 64, but it declined continuously all 
of July 19% points (64 July 1 to 445% 
July 31). 

Thus there were two acute downward 
movements—17 points in 7 days and 19% 
points in 30 days. Three months were 
required for a halting and Stumbling rally 
from 4456 July 31 to 645% ‘October 28— 
20 points, or 61 per cent. a the preceding 
fall. 

THE PANIC OF 1907. 

High. Low. High. 
1907. 1908-9. 
41 96! 
se 107 ’ 
663% 125% 
93% 
89 


16544 

14734 
103% 
70% 
63% 


100 
21% 
7094 


Amal. Copper 

Am. Smelting 

Atchison 

C. M. & St. F 

New York Central.... 
Pennsylvania 
a ee. Se 
Southern Pacific ...... 97% 
Union Pacific ......... 195% 
i & SS 


141% 





Average 





THE BIG PANICS SINCE 


The 1907 decline was most violent. 
Ten months were required for its con- 
summation, from the Gepieniier of Janu- 
ary to the end of October. There were 
short periods when tremendous liquida- 
tion came without the least warning. The 
market suffered three distinct periods of 
intense weakness and collapse : 


(1) A fall of 29 points in 3% weeks, 
February 18 to March 14. 

(2) A fall of 17 points in 2% 
July 29 to August 15. 


(3) A fall of 1834 points in 12 days, 
October 8 to 24. 


weeks, 
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THE PANIC OF 1914. 
Low. 


High. oy 
1913. 1914. 1914 
(July 30.) 
Amal. Copper 49 
Am. Smelting 
Atchison 


New York Central.... 
Pennsylvania 1 
Reading 

Southern Pacific 

Union Pacific 





epee ae 
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Results of the Rate Decision 








A LEADING authority here sums up the results as follows: 

1. Means general campaign to raise passenger rates, and levying of 
charges amounting to many millions per annum on shippers and general public 
for so-called “free services.” 

2. Will force trunk line roads in New England and nearby territory to pursue 
a careful and strict policy of economy and retrenchment. 

3. Throws whole problem of railroad finance into the arena of individual 
States for the present. 

4. Expected to relieve uncertainty and promote confidence among investors. 
Partial advance will bring more revenue to Erie, Baltimore & Ohio, Pennsylvania 
and New York Central lines, which have branches in territories where increased 
rates will apply. 

5. Decision while disappointing in net results obtained, foreshadows new 
era in railroad regulation in this country. Abandonment of strict policy of 
restriction and adoption of more liberal policy by the Interstate Commerce 
Commission predicted. 











How the Revised New York Banking Laws Affect 
Brokerage Houses and Their Clients 





HE use of the word “Bank,” “Banker,” “Banking” shall not be used in any 
manner, shape or form whatsoever. 
sits of less than $500 can only be accepted when accompanied by an 
order for the purchase of certain shares of stock. 

The sale of certain shares of stock, the proceeds from which would be less 
than $500, cannot be held by the broker unless he receives or holds an order to 
purchase certain shares of stock, upon which this money is to be applied as part 
praet If he does not receive any order, the proceeds must be transferred 
orthwith to the client. 

Deposits of less than $500 are acceptable when it will increase an existing 
deposit—balance to $500 or over. 

Withdrawals of balances on deposit of less than $500 all or none must be 
withdrawn. 

INTEREST. 


Interest is not to be allowed upon deposit-balances of less than $500. 











How Odd Lot Orders are Handled 





0 i 1 to the Odd Lot broker 1 share or any number 
below 100 shares at the offered price of hundred share lots, or one-eighth of a 
t sale of hundred share lots. He will buy from the Odd 
of hundred share lots, or one-eighth of a point 
share lots. 
jot accept an order from you directly. He is not 
, ¢ is a principal in the transaction and trades for 
of the exchange. 

The Odd Lot broker does not trade for his own account. He is your agent, 

and buys and sells for you on commission. 
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THE FORUM 
Where Every One Has His Say 


As the Romans gathered at their Forum to discuss questions of common good, we invite 
our readers to make this department their common meeting ground—to contribute their views 
on financial topics of general interest and to ask questions relating to the science of investment, 
methods of operating, customs of the markets, general financial conditions, etc. If you should 
disagree with us or with our contributors, we will gladly print your criticisms, space permitting. 
We welcome suggestions. Tell us what articles best fit your needs and then we can serve you 


to better advantage. 
writing will not be considered—onl 
paper only. If you desire a perso 

dressed envelope. 


Methods of Market Study. 


I have been through the usual experiences 
of the novice and have come to the point 
where I am beginning to see daylight. For 
several years I kept the Dow-Jones averages 
by way of a trend indicator, but now I am 
using the New York Times averages for the 
same purpose. I keep charts of Reading, 
Union and Steel; one point figure charts of 
Amalgamated, St. Paul, Reading, Smelting, 
Steel and Union, and half-point line charts 
of Reading, Union and Steel, which are 
about the only stocks I deal in. 

I have read everything in this line I could 
get hold of, and belief that while my theo- 
retical knowledge is good I fall short on the 
practical end. 


Being of necessity an out-of-town trader, 
I must follow methods suitable to that de- 
partment, which means that I must confine 
myself in my operations to the larger swings 
and ignore the mere fluctuations. 

My creed is pretty well elaborated in the 
article by “Germany” in v. 10, p. 287, of the 
Magazine, except that it generally goes 
against the grain for me to reach out for 
stock. The articles by Mr. Browne in v. 12, 
Pp. 398 and 481, as well as some of his later 
ones, hit me about right. 

I take the position that meghanical meth- 
ods are a poor substitute for judgment, and 
had better be left alone by the trader who 
has the ambition to master his subject. To 
know the tend, and to be able to recognize 
=~ various turning points, is the essence of 
the whole matter, and right, here is where 


Write your comments os you would speak them. The style of your 
the information you give. Write on one si 
reply to questions, please enclose stamped and self-ad- 
Address, THE FORUM, care of MaGazing or Watt Street. 


e of the 


I need some help. I must learn to read the 
market with more confidence and to apply 
in practice the principles set forth in 
“Studies in Tape Reading” and in “Notes 
on Office Trading” so that I can scent those 
places where pressure ceases and it is time 
to get in—H. R. 

We should say that the charts you a 
are sufficient for your purpose and well 
adapted to your requirements. 

We entirely agree with you that mechan- 
ical methods are a poor substitute for judg- 
ment, but it is necessary to apply graphic 
methods to the recording of prices and sta- 
tistics in order to have something definite 
for the judgment to work upon. 

It is sometimes difficult to draw the line 
between mechanical methods and the in- 
terpretation of price movements. Every one 
will agree that the first is a failure and that 
the second is necessary. The important 
point is that in interpreting price move- 
ments we do not allow ourselves to expect 
mathematical precision in the working out 
of the forces which control the market. 

We would call your special attention to 
the article entitled “Calculating the Force 
of the Market,” by “The Architect,” in 
Volume VII, j I 112; “The Study of 
Volumes,” by Scribner Browne, page 109, 
of “Fourteen Methods of Operating in the 
Stock Market.” The whole question, of 
course, is how principles can best be ap- 
plied. If you will tell us how you endeavor 
to apply them and the results you have ob- 
tained, we will gladly go into the matter 
more fully and give you any help we can. 
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Closing of Stock Exchange in 1873. 

The last time the Stock Exchange was 
clos revious to this year, was in 1873, a 
year wed by five years of extreme dul- 
ness and depression. Moreover, the panic of 
1873 was a result of our Civil War, so that 
conditions may have been somewhat similar 
to those at the present time. Is it not likely 
that we shall now see another prolonged period 
of depression ?—E. B. 


We do not think that any just comparison 
can be drawn between 1873 and 1914. If any 
comparison were to be made it would be be- 
tween 1861, the opening year of the Civil War, 
and the present. It will be remembered that 
the beginning of the Civil War was followed 
by a sharp but brief depression in business, 
after which our industries quickly adjusted 
themselves to war conditions and a period of 
great activity resulted. The panic of 1873 was 
a reaction from the extreme speculative activ- 
ity during the war and the immense issues of 
paper money. 

At present the storm center is in Europe 
and American conditions are sound. It would 
be rash to predict just what the effect on 
American industry will be, but it certainly is 
unsafe to draw any parallel between the 
seescet time and the depression of 1873 to 
1 





Getting Money from Savings Banks. 

I notice that the savings banks are now 
applying the sixty-day rule to withdrawals of 
deposits. I have several savings bank accounts 
and this may affect me in case I should decide 
to purchase stocks at the present low prices. 
Can we suggest any way out of the difficulty? 


The probability is that if you call on one of 
the ers of the bank and explain to him 
that you desire to withdraw cash for the pur- 
pose of buying stocks outright at what you 
believe to be a low level of prices, he will 
arrange matters for you so that you can make 
the purchase. Of course, you do not need 
currency. All you want is a check which you 
can deposit with your broker. 

Also, if you show your broker your savings 

books and leave them on deposit with 
him, giving him a sixty-day draft, he may buy 
the stocks you want and hold them for you 
until the sixty-day limit has expired. This 
would be especially likely if the broker is well 
acquainted with you. 

Xoo you could probably arrange with a 
trust company to accept your savings bank 
book, together with a draft on the bank, and 
give you in return a check for the amount 
you desire, which you could deposit with your 
broker. Unless money is very scarce (and 
there is little likelihood of that at present) 
almost any trust company would arrange this 
matter for you. 





Interest Rates in 1907. 
What rate of interest was charged by brok- 
erage houses on marginal purchases during the 








THE MAGAZINE OF WALL STREET. 


panic of 1907 and 1908? Would it have been 
cheaper to buy stocks during that panic on a 
50 per cent. margin, paying whatever interest 
rate was charged, than to pay for the stocks 
in full?—L. N. 


It would be difficult to state the average rate 
of interest charged by brokerage houses during 
the panic of 1907. Many houses refused to 
execute orders on margin under any condi- 
tions. Those which accepted such orders 
charged a rate of interest roughly correspond- 
ing to the rates on call money at that time. 

Of course if you had invested in stocks at 
that time on 50 per cent. margin, thereby pur- 
chasing twice as many shares as you would 
have been able to purchase if you had paid for 
the stock in full, you would have made greater 
profits on the subsequent advance, in spite of 
the high interest rate which you would have 
been compelled to pay for a few weeks after 
your purchase was made. 

If, however, you had at your command suf- 
ficient capital to pay in full for the stocks 
bought, you would have saved money by doing 
this as compared with depositing 50 per cent. 
margin and leaving the remainder of your 
money at interest with a trust company at the 
customary rates. You would also have had 
the advantage of having the stock certificate 
in your own name and in your own possession. 





Trading in Wheat. 


The wheat market is now quite active and 
as the Stock Exchange is closed, it occurs to 
me that your readers might be interested in 
some discussion of the possibilities of profit in 
trading in grain. Can the same principles he 
applied as in buying and selling stocks? It 
seems as though some plan of scale trading 
could be applied to wheat and corn which 
would be safe and at the same time would 
yield good returns.—G. B. 


We doubt if money can be made in any 
speculative market by a scale system which 
always takes a fixed profit and provides for 
re-purchasing at a fixed price under any con- 
ditions. It is, however, often desirable to 
arrange your purchases on a scale so that if 
the price goes lower you will add a reasonable 
amount to your line. This should rather be 
called “averaging,” as it is not strictly speak- 
ing a scale system. 

_ In.a general way, the safest method of trad- 
ing in wheat is to buy after a considerable 
decline, when the price is, in your judgment, 
low on a supply and demand basis, and when 
the market shows a tendency to grow more 
active on advances and dull on declines. You 
would sell when these conditions were re- 
versed, or when you had a satisfactary profit. 

The activity or dullpess of the market ean 
be roughly estimated by the range of prices 
for the day. For example, if the price of corn 
covers a rangy of one cent a bushel between 
high and low for the day, the market is evi 
dently less active than on a day when the 
ra covered was two cents. 

is is merely a suggestion ae to the things 
you should study, Many of the methods ap- 




















plicable to trading in stocks will apply equally 
to wheat, corn, oats, or cotton, but the volume 
of trade is not given out and, in fact, not 
known for any of these commodities, so that 
you have not as full information on the market 
as have in regard to stocks. 

er a period of years the price of wheat, 
corn or oats corresponds fairly well with in- 
creases and decreases in the visible supply. 
Changes in the visible from week to week are 
of but little value for study, but a diagram 
showing the visible supply for ten or more 
years, together with prices throughout that 
period, is of considerable value to the trader 
for the long pull. 


Cause of Rising Prices. 

1 have a theory that it is the increase of 
consumption rather than the falling off in pro- 
duction that is the cause of the great rise in 
the prices of agricultural products in the last 
few years. The increased demand, it appears 
to me, is due to the greater well-being among 
the laboring people and poorer classes in in- 
dustrial nations and to the fact that outlying 
peoples and nations are being brought into the 
modern industrial and commercial system. 

During the last quarter of the Nineteenth 
Century there were so many inventions of 
agricultural machinery and improvements in 
the equipment of railroads and steamships 
and other methods of transporting agricul- 
tural products that the effect of increased 
population was overcome for the time and the 
tendency was all toward a decline of prices. 
But this cheapness of agricultural products 
made it possible for the city people to live 
better and increase their production, thus in 
time making a demand for agricultural prod- 
ucts with consequent higher prices. And this 
boom in agriculture was initiated and stim- 
ulated by the increased production of gold and 
ae a in the prices of commodities in gen- 
eral. 

Such is my theory. Can you refer me to 
any books or articles in the magazines which 
set off against one another the different ele- 
ments of demand and supply of agricultural 
products and which attempt to estimate their 
strength? And, especially, I would like to 
have called to mind any statistics which might 
prove or disprove the above theory. I am ac- 
quainted with the position of Mr. J. J. Hill 
upon this question, and I also note a valuable 
article in your last issue on the consumption 
of cotton. But you may have come across 
some articles or Lote on this subject that I 
may not have examined. I also suggest that 
you assign to one of your writers. the task 
of making an eiaborate investigation of this 
subject.—“InvesTor.” 


x aoa ‘are three wr of statistics ~*~ 

pr and consumption. ~ The 
Eos is the U: S. Census. Very itele “directly 
tabulated information on the subject can be 
obtained from the census reports, but a study 
of the ‘statistics given under various heads 
Permits the investigator to draw some fairly 
accurate conclusions as to production and con- 
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sumption of different commodities. In using 
the census figures it is necessary to guard 
against changes in the methods of compilation 
which have occurred at nearly every census. 
In nearly all cases, however, the figures for 
1900 and 1910 may safely be compared. 

The second source of information is found 
in the crop ..— of the U. S. Department of 
Agriculture. These of course cover production 
only. But by taking a series of years and not- 
ing the stocks on hand and exports and im- 
ports of each product, a fair approximation 
to the actual consumption in the United States 
may easily be obtained. 

hird, the various trade journals. For ex- 
ample, the sugar trade publications will give 
the best obtainable estimates of production and 
consumption of sugar in all the principal coun- 
tries of the world. More or less information 
on this subject will be found in the leading 
trade journals in most lines of business. 

We do not know of books or articles which 
would be of any real help to you in this in- 
vestigation. The subject is an interesting one 
and we would be glad if you would advise us 
of any conclusions you may reach or of sources 
of information you may discover. 

It is clear that the rise in prices has been 
due both to a falling off in production and to 
an increase of consumption. But the question 
as to which is the more important factor has 
not been adequately studied, although fre- 
quently discussed in offhand manner in the 
newspapers and magazines. 





Figuring on the Railroads’ 
Safety. 


One of the strongest arguments that the 
bond salesman has to offer his prospective 
client with respect to a railroad issue is the 
margin of safety that is shown by the road 
in question. That is the amount of net earn- 
ings that the road has left over after paying 
all its fixed charges. The exhibition that the 
railroads of the United States will make for 
the year ended June 30 will be the most 
peculiar and interesting that they have prob- 
ably shown in quite a number of years. 

uite a few of the big margins will be 
sliced considerably. This is shown by the 
returns for nine months period which has 
already been made public. Of course, in the 
preliminary figures no charges are shown, but 
it is well understood that the amount of fixed 
charges changes comparatively little in the 
course of any one year. If anything, in most 
cases it is likely to increase a little. 

The statistical showing of the roads for the 
year will be very interesting reading. The 
margins will be reduced considerably for the 
reason that the roads have been keeping up 
their properties, refusing to spend less than 
necessary on the upkeep of their properties 
As a resylt the net earnings have suffered. 

Boridholders should not be too moved by 
this showing of net earnings, and the band 
man who is alive to his work will also be 
able to show why the margin has shrunken 
apparently all out of proportion. The bond- 
holder who is thoughtful will remember that 


Margin of 
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by keeping up the property his investment is 
the better protected and that a million or two 
dollars might better have been expended in 
the property than saved out to show a large 
margin of safety for the bonds. 

The bondholder might better have the mar- 
gin of safety under his investment in the form 
of a good operating property or one that has 
been well kept than over it in the form of a 
cash margin which eventually would have to 
go into the property whatever was done at 
the moment. 


Guess He Is Right. 

A subscriber to a financial paper writes: 

“I notice that in one of your columns from 
time to time there is quoted some of the good 
(?) old sayings of Wall Street, and these are 
held to justify you in forming an opinion as to 
the course of the market. Some of these are 
not so bad, but don’t you think it is about time 
to call in, for good and all, such as “Never sell 
a dull market,” and “Never sell the market 
when the sap is rising.” Upon my word, for 
the last year or so it would have been per- 
fectly wie to change these sayings to “Always 
sell a dull market,” and, “In the springtime sell 
everything.” 


The Financial Writer Turned Prophet. 
At the end of June banking houses and 





THE MAGAZINE OF WALL STREET. 


financial writers were generally predicting 
that the outflow of gold to Europe was over. 
In our July issue, appearing June 24, we 
said: “The outflow may naturally be ex- 
pected to continue until August . . .” and 
as the most important cause we named 
“building up of big war chests by Conti- 
nental Powers.” The actual outcome is too 
well known to require comment. 


More Appreciation of the Trend Letter. 
July 12, 1914. 
“The advice contained therein is well 
worth the cost to anyone operating in the 
market.”—L. D. 


The Trend Letter Saved Him Money. 
August 1, 1914. 
“T want to say that you have saved me 
some money, as I no doubt would have been 
in the market if it had not been for your 
advices.”"—G. T. G. 


A Good Word from Chicago. 


“You go a step or two farther in helping 
your subscribers than any other magazine 
of which I know. I cast my vote for the 
Magazine of Wall Street.”—B. S. R. 


Investment Literature of Interest 








Available for distribution to investors on request 
PAMPHLETS 


Tee New Currency Act: How it will 

you. This is a simple and illuminat- 

img @iscussion written in a personal vein, 

and showing how the act affects the affairs 

of the average individual, a point which is 

missed by most people. P. W. Brooks & 
Co., Inc., 115 Broadway, New York City. 


lai i ri 1 re “4 — 

explaining a ial payment plan for bon 

purchases which pom eg pon En unusual fea- 

tures and offers investors advantageous 

worms. Beyer & Co., 55 Wall street, New 
ork. 


Guaranteed Stocks: The advantage gained 
from their purchase. This is a very com- 
plete study of this class of investments, 
most practical in its presentation. It is a 
compendium on the subject giving much 


more than the general facts. Joseph Walker 
& Sons, 20 Broad street, New York City. 


Legal Investments for Savings Banks: A 
presentation of the state laws governing 
investments by savings banks in railroad 
and municipal bonds. It also shows what 
are legal for trust funds and others, and 
, pe the statutes regarding tax exemption. 

. very complete presentation. Kissel, Kin- 
nicut & Co., 14 Wall street, New York City. 


Partial Payment Purchases. A booklet 
setting forth the advantages of this plan in 
making investments in stocks and bonds. 
It is intended primarily for the smal] in- 
vestor who does not realize that he can bu 
good Securities as well as the man wit 
thousands of dollars to invest. Sheldon, 
ahr & Co., 42 Broadway, New York 

y- 








Essential Statistics Boiled Down 











view of the financial and industrial | nearest month obtainable) in each of the four 


T* figures below give a complete | parisons for the corresponding month (or 
situation, with the best available com- | preceding years. 





Average Average Per Cent. PerCent. PerCent. PerCent. Moneyin 
sony tony ie to Loans to asin Loans to 5 ng a 
te te osits, Deposits, mm Deporte, er Capita 
Prime European NewYork New York ll Il First of 
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The Market Outlook 


Some of the Factors Beneath the Surface of 
Current Events 











{[NOTE.—This department deals primarily with investment, not purely speculative 
conditions. Expressions of opinion apply to the long movements of prices, often ex- 


tending over a year or more. 


For instance, early in 1912 a bullish position was main- 


tained; toward the end of the bull movement in the fall of 1912, a decline was pre- 
dicted; thereafter a generally bearish view was expressed until the fall of 1913, when pur- 
chases were recommended. Readers, therefore, should not attempt to gauge the immediate 
movement of prices by the factors analyzed here—Tue Eprrors.] 


WELVE hours before Austria de- 
clared war on Servia the British 
Prime Minister was making a 
speech in the House of Commons to the 
effect that, owing to the more peaceful 
outlook, it would hereafter be possible to 
greatly reduce the amount of money ap- 
plied to armaments, 

On the day before Germany declared 
war against Russia, the advices received 
at New York by the majority of inter- 
national houses were that the Kaiser 
would throw his influence for peace and 
that a satisfactory adjustment of the 
Austro-Servian difficulty was expected. 

This illustrates the suddenness with 
which the blow fell. The financial world 
rubbed its eyes and could hardly bring 
itself to believe that the impossible had 
happened. A total break-down of the 
credit machinery of Europe was a crisis 
that probably not a single American 
financier had ever imagined the necessity 
of meeting, much less planned the meth- 


ods by which it could be met. 
* * * 


THe way in which America stood up 
under the blow was certainly most 
gratifying, and showed the fundamental 


strength of our position. If credit here 
had been over-extended and speculation 
active, it is difficult to imagine what 
would have happened. Most of us 
would rather not try. But repeated and 
prolonged liquidation had already placed 
our business conditions pretty nearly on 
rock bottom. 

It was necessary to issue emereeecy 
currency to take the place of the millions 
of gold that Europe had drawn away 


from us by selling securities here, and 
to prevent the possibility that hoarding 
of cash might be encouraged here 
through a premium on money as in 1907. 
This was really all that was absolutely 
necessary to enable us to survive the 
shock without serious derangement of 
domestic business. 

Our foreign trade, however, was not 
so easily arranged, When credit breaks 
down everybody wants gold, and it is 
only natural that London should try to 
get us to pay in gold the heavy debt 
which we owe as a result of foreign sales 
of our securities at New York. On the 
other hand, it is equally natural that we 
should feel averse to being called upon 
to supply gold for Europe to waste in 
a war for which we are in no way re- 
sponsible, 

The result has been a deadlock, with 
the rate of exchange at unprecedented 
heights. Our bankers believe that 
Europe must have our wheat and other 
supplies and therefore the rate of ex- 
change must soon turn in our favor, In 
the meantime they hesitate to send gold 
abroad because of the uncertainty about 
getting it back again when Europe be- 
gins to owe us a balance. 

aK * * 


THE diagram which accompanies this 

department came nearer than any- 
thing else in the United States to pre- 
dicting the war. New York bank de- 
posits fell to a big deficiency under loans 
with a suddenness never before wit- 
nessed, and nearly half the decline took 
place before war was declared, This 
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was a clear indication of trouble of some 
kind, 

It will be noted that the deficiency in 
reserves and the deficiency of deposits 
under loans are now almost as great as 
in 1907. The difference is that in 1907 
this situation was entirely due to home 
conditions, while in 1914 it is entirely 
due to foreign conditions; and that is 
a big difference. In 1907 we came to 
griet through over-extension. In 1914 
we are not in the least over-extended. 
On the contrary, we are thoroughly 
liquidated. 

Our banking position is temporarily 
weakened because we have been obliged 
to take over millions of securities from 
Europe. We have bought them at bar- 
gain prices, and we shall be able to pay 
for them with our products sold at rela- 
tively high prices. In the end the 
transaction is to our advantage, but in 
the meantime a lot of money is tied up 
in carrying it through. 

Another important difference is that, 
in spite of this reduced bank position, 
which would ordinaril: accompany an 


acute money stringency, there is no such 


9100 


Nore.—The above graphic shows (in millions of dollars) the general course of the excess deposi 
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stringency. For three months in 1907 
call money averaged about 15 per cent. ; 
now it is 6 per cent. Stocks are much 
lower now in proportion to the money 
rate than they were in 1907, 
* * t 
OW the present situation will work 
out depends, of course, very 
largely on the result of the war. So far 
it is plain, even to the non-military ob- 
server, that nothing has been decided. 
Germany has overrun the greater part of 
Belgium, but as yet the Allies have made 
no real stand against her. They have 
taken advantage of the stout resistance 
made by the Belgians to complete their 
mobilization. It is evidently their policy 
to delay the real confict until Russia 
can take the aggressive on the East. 

It seems clear, however, that the com- 
bined navies of England, France, Russia 
and Japan will control the seas outside 
the Baltic, though the presence of mines 
in the North Sea may prevent naviga- 
tion there. This will open up to us 
plenty of markets for our products. 
Manufacturing is almost at a standstill 
on the continent, and is hampered in 


its and 


Surplus reserves, of New York clearinghouse banks (leaving out the trust competent, end the broad move- 
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England. A large part of the demand 
from the countries which have usually 
drawn upon those markets, especially 
South America, must of necessity con- 
verge upon us. 

We cannot see how the war can be a 
short one. If Germany and Austria are 
to win, it can only be by the slow siege 
and capture of fort after fort. The forts 
of Liege and Namur have already illus- 
trated the impregnability of the best 
modern fortifications to assault. France 
is well sprinkled with such forts. Paris 
and Antwerp are considered impregnable, 
and no one can doubt that they will re- 
sist to the last ditch. The Austro-Ger- 
man forces are outnumbered and the 
Allies control the sea. Conquest of the 
vast territories of Russia would be an 
impossibility. 

On the other hand, if the Allies win, 
they will have to invade Germany, which 
is also well fortified. Almost nothing 
has been done in this direction so far. 
If forced to the defensive, Germany is 
capable of a prolonged and stubborn 
defense. 

* ’” * 


BB VERYTHING considered, the prob- 

abilities seem very much in favor 
of a war long enough to permit and 
make profitable a considerable readjust- 
ment of American industry to meet the 
new conditions. The first necessity is 
ships to carry our foreign trade. If we 
assume that the Allies will control the 
sea, the English, French and Italian lines 
will soon be running again—with the 
loss of some vessels pressed into service 
for the English and French navies. How 
to get the German boats running or to 
supply their place is more of a problem, 
but it will be solved, because it has to 
be solved. And the tramp steamers of 
the world will flock to our shores as soon 
as their safety is assured and the demand 
for them arises. 

Our food-stuffs will find a ready mar- 
ket at good prices. Our imports from 
the continent being shut off, their place 
will have to be supplied by goods manu- 
factured at home. We shall find an enor- 
mously increased market for our goods 
in countries outside the zone of war, 
where customary supplies have been cut 
off, 
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It will take time to bring this about, 
and in the meantime we must expect a 
short period of dullness, but our belief 
is that, as the gradual readjustment takes 
place, the American people will be sur- 
prised at their own prosperity. 

* /* *” 


COMMODITY prices have already 

risen sharply in anticipation of these 
increased demands upon our productive 
capacity. Even by August 1, before the 
war had begun, a slight rise of prices 
was noticeable. Since that date, Brad- 
street's says that “The widest movement 
of prices seen, probably, since the Civil 
War, has occurred.”” Rising prices, after 
a period of decline and dullness, always 
mean more active business, because they 
increase the money profits of business 
men and manufacturers all along the 
line. 

Also, we are to have an expansion 
of the currency which will permit rising 
prices without money stringency. Al- 
ready the issue of emergency currency 
is working in that direction, and as the 
new banking system goes into operation 
a further expansion will occur, This 
movement will have its own dangers, and 
the Federal Reserve Board must be de- 
pended upon to prevent expansion from 
running into inflation. But this is in 
the future, and until we have evidence 
to the contrary we must assume that the 
Board will be equal to the situation. 

* * * 


HE stock market has been thor- 
oughly covered in the earlier pages 
of this magazine. At the moment, of 
course, there is practically no market, 
except a small amount of cash trading. 
The Exchange is waiting for an adjust- 
ment of the foreign exchange situation, 
and to find out how much more foreign 
liquidation of our stocks is to be ex- 
pected. 

We now have a conjunction of factors 
that favor investment purchases: (1) A 
minor stock market panic. (2) Expan- 
sion of the currency. (3) Rising prices 
for commodities. 

It is not probable that we shall have 
very low money rates, but in our opinion 
a period of business activity is ahead 
which will revive speculation and carry 
well-selected stocks to better prices. 





